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TRADE  ADJUSTMENT  ASSISTANCE:  A 
FAILURE  FOR  DISPLACED  WORKERS 


TUESDAY,  OCTOBER  19,  1993 

House  of  Representatives, 
Employment,  Housing,  and  Aviation  Subcommittee 

OF  THE  Committee  on  Government  Operations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10:02  a.m.,  in  room 
2203,  Raybum  House  Office  Building,  Hon.  Collin  C.  Peterson 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Collin  C.  Peterson,  Floyd  H.  Flake,  and 
William  H.  Zeliff,  Jr. 

Also  present:  Edith  A.  Holleman,  staff  director;  Joy  R.  Simonson, 
professional  staff  member;  June  Saxton,  clerk;  and  Michael  D. 
Nannini,  minority  professional  staff.  Committee  on  Government 
Operations. 

OPENING  STATEMENT  OF  CHAIRMAN  PETERSON 

Mr.  Peterson.  The  subcommittee  will  be  in  order.  Welcome,  ev- 
erybody, here  this  morning.  When  then-candidate  Bill  Clinton  an- 
nounced his  support  of  the  North  American  Free  Trade  Agreement 
in  the  last  election,  he  promised  to  remedy  what  he  called  the  most 
glaring  omission  of  the  previous  administration's  program. 

He  promised  Americans  that  there  would  be  a  comprehensive  job 
retraining  program  for  all  workers  dislocated  by  NAFTA.  During 
that  campaign,  Mr.  Clinton,  now  President  Clinton,  criticized  the 
$330  million  per  year  retraining  program  proposed  by  former  Presi- 
dent Bush  as  too  little  too  late,  but  last  week,  the  Labor  Depart- 
ment proposed  a  $90  million,  18-month  amendment  to  the  Trade 
Adjustment  Assistance  Act  to  provide  worker  retraining. 

The  19  year  old  TAA  program  was  set  up  to  retrain  workers  dis- 
placed by  foreign  imports.  Its  main  advantage  is  that  it  provides 
the  long-term  income  support  needed  for  serious  retraining,  but  as 
reports  by  both  the  Labor  Department's  inspector  general  and  the 
General  Accounting  Office  have  pointed  out,  and  witnesses  will  re- 
peat, I  believe  this  morning,  the  program  is  a  failure. 

It  doesn't  put  workers  into  jobs  with  potential  to  pay  even  80 
percent  of  their  old  salaries,  and  people  who  don't  participate  ap- 
parently do  just  as  well.  This  is  not  surprising  based  on  the  IG's 
report.  TAA  is  a  program,  according  to  that  report,  without  objec- 
tives, participant  followup  and  performemce  measures. 

There  is  no  data  routinely  kept  to  evaluate,  and  because  it  was 
viewed  primarily  as  an  income  support  program,  many  participants 
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never  even  entered  into  job  training  programs.  But  those  who  did 
received  few  benefits. 

In  its  audit  of  1,198  participants  in  nine  States,  the  IG  found 
that  only  3  out  of  every  10  participants  found  work  that  had  the 
potential  to  pay  80  percent  of  their  former  wages.  Those  who  en- 
tered training  programs  did  even  worse,  only  24  percent  on  train- 
ing-related jobs  with  a  suitable  wage. 

In  program  year  1990,  the  Labor  Department  spent  $150  million 
to  retrain  and  support  38,500  displaced  workers  under  TAA.  That 
works  out  to  $3,896  per  participant  for  a  program  that  everyone 
admits  doesn't  work. 

What  does  the  Labor  Department  now  propose?  To  throw  $90 
million  more  down  the  same  rat  hole,  now  called  bridge  program, 
to  meet  the  January  1,  1994,  NAFTA  deadline.  Labor  does  not 
mention  in  its  NAFTA  proposal  how  many  workers  will  need  help. 
However,  according  to  a  study  from  the  Institute  of  International 
Economics,  which  is  often  cited  favorably  by  the  U.S.  Trade  Rep- 
resentative and  the  International  Trade  Commission,  145,000  U.S. 
workers  will  be  displaced  by  1995  aft^r  NAFTA  goes  into  effect  in 
January. 

Many,  including  myself,  believe  this  will  be  a  conservative  num- 
ber. Under  this  scenario,  this  new,  allegedly  more  meaningful  pro- 
gram for  every  worker  who  needs  it  allocates  $620.69  for  each  dis- 
placed worker,  and  only  $310,  or  half  of  that,  is  for  training.  The 
other  half  is  for  income  support,  job  search  allowances,  and  reloca- 
tion assistance. 

You  have  to  be  pretty  cynical  to  try  to  sell  this  $620  per  person 
program  and  its  full  support  and  assistance  for  displaced  workers. 
What  kind  of  job  search  assistance  does  an  out  of  work,  middle- 
aged  American  get  for  $310?  And  how  long  can  he  or  she  live  on 
$310? 

These  workers  cannot  expect  any  retraining  to  the  health  care 
and  computer  fields  and  other  highly  skilled  areas  where  there 
might  be  worker  demand.  If  human  lives  were  not  involved,  I  think 
this  could  be  called  a  terrible  joke. 

One  of  the  few  advantages  of  the  TAA  program  is  that  it  provides 
income  support  for  those  workers  that  require  more  than  26  weeks 
of  training  and  therefore  need  extra  help  when  their  unemploy- 
ment runs  out.  Trade  displaced  workers  are  less  likely  thein  other 
displaced  workers  to  get  new  jobs  easily. 

In  the  GAO  study,  21  percent  of  the  participants  enrolled  in 
training  programs  lasting — enrolled  in  training  programs  lasting 
92  to  104  weeks,  but  the  new  program  cannot  support  any  more 
than  a  few  weeks  of  training. 

Perhaps  our  witnesses  from  the  Labor  Department  will  say  that 
all  of  the  displaced  workers  will  not  need  help.  Perhaps  they  will 
say  that  the  workers  will  get  earlier,  more  effective,  and  cost  effi- 
cient help.  I  hope  that  is  true.  I  don't  read  anything  into  this  testi- 
mony to  indicate  that,  but  if  each  participating  worker  receives 
$3,896,  as  occurred  under  the  old  TAA,  only  23,100  workers,  or  16 
percent  of  the  145,000  that  they  estimated  will  receive  assistance. 

The  administration  has  proposed  some  changes  in  the  modified 
TAA  program.  The  certification  process  will  be  streamlined  so  that 


workers  will  receive  eligibility  decisions  more  quickly  and  begin  job 
search  or  retraining  more  quickly. 

After  16  weeks,  worker  retraining  is  mandated  so  that  the  pro- 
gram does  more  than  provide  income  support  to  its  participants. 
But  what  will  be  done  to  make  it  meaningful  training  that  leads 
to  well-paying  jobs? 

Two  studies  say  that  the  current  job  training  has  no  positive  ef- 
fect, and  more  than  that,  where  will  the  money  come  from? 

Labor  has  not  described  real  changes  to  the  TAA  that  would  cor- 
rect programmatic  errors  listed  in  the  IG  and  GAO  reports.  As  the 
GAO  found  in  its  study  last  year,  workers  displaced  by  trade  effects 
are  disproportionately  female,  older,  less  educated,  and  harder  to 
place  than  other  displaced  workers.  Ninety-five  percent  of  them  are 
in  manufacturing. 

They  are  going  to  need  help,  and  sadly,  neither  the  existing  TAA 
program  nor  its  hastily  concocted  amendment  will  provide  that 
help. 

I  will  now  recognize  the  ranking  member  of  the  subcommittee, 
Mr.  Zeliff,  for  an  opening  statement,  and  if  there  are  any  other 
opening  statements  that  other  members  have,  we  will  include  them 
in  the  record  in  their  entirety. 

Mr.  Zeliff.  Thank  you,  Mr.  Chairman.  Thank  you  for  calling  the . 
subcommittee  together  this  morning  to  examine  and  review  the  ef- 
fectiveness of  the  Trade  Adjustment  Assistance  Program. 

TAA  program  was  created  by  Congress  in  1974  to  assist  workers 
who  lost  their  jobs  because  of  increases  in  imports.  The  goal  of  the 
program  is  to  train  these  workers  and  return  them  to  suitable  em- 
ployment as  quickly  as  possible. 

Our  examination  of  the  TAA  program  is  particularly  timely  in 
light  of  the  current  debate  over  the  North  American  Free  Trade 
Agreement,  or  NAFTA.  Virtually  every  academic  study  of  NAFTA 
concludes  that  it  will  leverage  economic  growth  and  create  a  net  in- 
crease of  jobs  in  this  country. 

However,  we  also  need  to  consider  how  we  may  best  assist  these 
workers  whose  jobs  are  at  risk  fi'om  foreign  competition,  a  risk,  I 
might  add,  that  would  be  present  whether  we  passed  NAFTA  or 
not.  A  recently  released  report  by  the  Labor  Department  inspector 
general  concluded  that  the  TAA  program  has  fallen  short  of  meet- 
ing its  reemployment  and  training  goals. 

The  IG  has  reported  that  the  program  serves  primarily  as  a  vehi- 
cle for  delivering  compensation  to  out  of  work  individuals  rather 
than  an  outlet  for  training  and  reemployment  services. 

Job  training  is  an  important  issue,  Mr.  Chairman,  and  one  that 
I  have  been  active  with  for  many  years.  I  served  for  10  years  on 
an  award  winning  private  industry  council  for  both  CETA  and 
JTPA  programs  in  New  Hampshire.  The  issues  we  will  be  discuss- 
ing this  morning  are  ones  which  I  have  had  the  pleasure  of  work- 
ing on  firsthand.  Properly  run  and  managed,  job  training  programs 
can  work. 

I  strongly  believe  that  we  can  craft  a  quality  worker  assistance 

Erogram  that  will  effectively  meet  the  needs  of  workers  impacted 
y  NAFTA.  I  am  looking  forward  to  hearing  the  testimony  and  re- 
ceiving answers  to  some  of  the  questions  that  I  am  certain  we  will 
all  have  regarding  the  TAA  program. 


Thank  you,  Mr.  Chairman.  Look  forward  to  the  testimony. 

Mr.  Peterson.  Thank  you,  Mr.  ZeHff. 

As  I  said,  any  other  members  that  have  opening  statements,  they 
will  be,  without  objection,  made  part  of  the  record. 

I  have  some  reports  that  I  want  to  put  into  the  record  because 
I  will  be  asking  questions  that  relate  to  them,  so  without  objection, 
I  will  put  them  into  the  record  at  this  time.  They  are  the  Labor 
Department  inspector  general's  report  on  the  Trade  Adjustment 
Assistance  Program  issued  on  September  30,  1993;  the  Labor  De- 
partment's October  15,  draft  proposal  to  establish  a  transitional 
worker  adjustment  program  for  NAFTA  impacted  workers;  and  the 
executive  summary  of  the  Mathematica  Policy  Research  report  on 
TAA  evaluations.  So  without  objection,  we  will  make  those  part  of 
the  record. 

[The  reports  follow:] 
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MEMORAKDUM  FOR: 


FROM: 


SUBJECT: 


DOUGLAS  ROSS 
Assistant  Secretary 

fOySr  .Einployznent  and  Training 


W.  PETERSON 
Is'feistant  Inspector  General 
for  Audit 

Audit  of  the  Trade  Adjustment  Assistance  (TAA) 

Program  in  Nine  Selected  States 

Final  Audit  Report  No.  05-93-008-03-330 


Attached  for  your  review  and  resolution  is  a  final  audit  report  on 
the  Trade  Adjustment  Assistance  program  in  nine  selected  states. 

The  objectives  of  the  audit  were  to:  (1)  assess  the  adequacy  of 
management  controls  in  place  for  the  operation  and  evaluation  of 
the  program,  and  (2)  determine  program  outcomes  for  a  sample  of 
1,198  participants. 

Briefly,  we  believe  that  the  TAA  program  fell  short  of  meeting  the 
reemployment  or  training  goals  implied  by  the  Act.   The  evidence 
collected  shows  that  the  program  was  managed  as  an  entitlement/ 
compensation  program  rather  than  a  training  program  as  emphasized 
in  the  1988  amendments  to  the  Trade  Act.   Management  at  all  levels 
operated  the  program  without  specific  performance  standards  and 
did  not  evaluate  program  outcomes. 

Highlights  of  our  findings  and  recommendations  regarding  program 
management  and  program  performance  are  presented  in  an  executive 
summary  beginning  on  page  1  of  the  report. 


ETA'S  comments  on  the  draft  report  and  the  auditors'  conclusions 
have  been  included  in  this  report  following  the  recommendations. 
A  copy  of  ETA's  comments  in  their  entirety  is  appended  to  this 
final  report  (Appendix  9) . 

In  accordance  with  DLMS  8,  Chapter  533,  "Audit  Resolution  and 
Followup,"  please  provide  your  response  to  the  recommendations  in 
this  report  within  120  days,  including  planned  corrective  actions 
and,  where  appropriate,  dates  for  achieving  actions. 
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1  would  like  to  thank  Mr.  Marvin  Fooks  and  his  staff  for  their 
cooperation  and  support  during  this  audit.   Their  assistance  was 
greatly  appreciated. 

If  you  have  any  questions,  please  contact  me  or  Mr.  John  J.  Getek, 
Regional  Inspector  General,  Chicago  Regional  Audit  Office,  at 
(312)  353-2416. 
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EXECUTIVE  SUMMARY 


Background 


The  Office  of  Inspector  General  conducted  a  performance  audit  of 
the  Trade  Adjustment  Assistance  (TAA)  program  authorized  by  the 
Trade  Act  of  1974,  P.L.  93-618,  as  amended.   The  TAA  program  is 
intended  to  assist  workers  who  lost  their  jobs  because  of 
increased  imports,  return  to  suitable  employment.   TAA  is  funded 
and  overseen  by  the  Department  of  Labor  (DOL) ,  Employment  and 
Training  Administration  (ETA)  and  operated  by  the  states  under 
agreements  with  the  Secretary  of  Labor.   In  Fiscal  Years  1991  and 
1992,  Congress  appropriated  $71  and  $72  million,  respectively,  for 
states'  TAA  program  and  administrative  costs;  an  additional  $198 
and  $154  million,  respectively,  was  appropriated  for  Trade 
Readjustment  Allowance  (TRA)  payments. 

The  TAA  program  has  been  operating  for  about  19  years  and  has 
recently  been  reauthorized  by  the  Congress  through  September  30, 
1998.   The  most  recent  changes  to  the  TAA  program  contained  in  the 
Omnibus  Trade  and  Competitiveness  Act  (OTCA)  of  1988, 
P.L.  100-418,  emphasize  the  importance  of  training,  rather  than 
additional  unemployment  compensation  (UC)  as  a  means  to  assist 
workers  to  find  suitable  employment,  and  require  training,  unless 
specifically  waived,  as  a  condition  to  receive  TRA  payments. 

Our  audit  objective  was  to  determine  whether  the  TAA  program 
assisted  workers  to  find  suitable  employment  and,  where  training 
was  needed,  how  the  states  managed  their  training  efforts. 
Moreover,  because  of  the  lack  of  information  about  program 
outcomes  discovered  during  preliminary  audit  work,  we  conducted 
this  audit  to  inform  ETA  and  the  Congress  about  key 
characteristics  of  TAA  program  performance. 

Overall  Conclusion 

After  19  years  of  operation,  neither  ETA  nor  the  states  know 
whether  the  TAA  program  is  effective  in  assisting  workers  to 
return  to  suitable  employment  in  occupations  not  adversely 
affected  by  increased  imports.   The  lack  of  clearly  defined 
program  objectives,  participant  followup,  and  the  lack  of  relevant 
performance  measures  contributed  to  the  absence  of  data  necessary 
to  evaluate  the  program.   Based  on  our  review,  we  concluded  that 
the  TAA  program  fell  short  of  meeting  the  training  and 
reemployment  goals  implied  by  the  Act  for  a  substantial  portion  of 
participants  in  our  sample. 

Audit  Results 

ETA  does  not  require  states  to  collect  data  on  how  participants 
fared  after  leaving  the  TAA  program  as  it  does  for  other  training 
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programs.  Therefore,  to  achieve  our  audit  objective,  OIG  traced 
the  status  of  1,198  participants  in  nine  selected  states  and 
reviewed  management  controls  over  TAA  program  operations. 

We  drew  our  conclusion  that  the  program  fell  short  of  reaching  its 
goals  because: 

•    While  6  out  every  10 

workers  enrolled  found  new 
employment  during  the  year 
following  their  participa- 
tion in  the  program,  fewer 
than  4  found  new  employment 
which  paid  or  had  the 
potential  to  pay  suitable 
wages  (which  OIG  inter- 
preted as  80  percent  or 
more  of  their  former 
wages) .   An  additional  2 
out  of  every  10  workers 
returned  to  work  for  their 
former  employers. 


Partldpants"  Best  Employment  Outcom* 

Within  the  First  Year  After  P 

oaram  Termination 

iuutit<mtt 
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Although  the  Act  emphasizes 
training  as  a  means  to 
assist  workers  to  return  to 
suitable  employment,  just 
over  5  of  every  10  workers 
enrolled  into  TAA-approved 
training  programs.   Of 
these,  just  over  2  found 
training-related  jobs  and 
only  1  found  new  employment 
related  to  the  training 
received  and  that  paid  or 
had  the  potential  to  pay 
suitable  wages. 


Workers  Flr>dlng  Training  Related  Jobs 
Paying  Suitable  Wages 

Enrolled  In  Progrem  .... 

mmk 

Enrolled  In  Trslning 

>m 

Found  Training  Related  Job 

H 

Found  Training  Related  Job 
That  Payi  Suitable  Wage* 

:....» 

The  Act  requires  workers  to  enroll  into  approved 
training  programs  as  a  condition  to  receive  TRA  payments 
unless  specifically  waived  from  the  training 
requirement.   Although  the  Act  intended  that  waivers  be 
granted  sparingly,  we  found  that  participants  who  did 
not  wish  to  attend  training  were  almost  always  granted 
waivers  from  the  training  requirement  without  losing 
entitlement  to  basic  TRA  payments. 
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Proarfim  MaTtaqemen't 

OIG  found  four  areas  where  TAA  program  management  should  be 
improved.   These  are: 

•  the  TAA  program  was  managed  by  ETA  and  the  states 
without  specific  training  or  reemployment  goals; 

•  states  were  not  required  to  follow  up  with  participants 
or  monitor  the  quality  of  TAA  training,  services,  or 
outcomes  achieved; 

•  the  TAA  program  information  systems  and  related  reports 
did  not  measure  program  performance;  and 

•  there  were  weak  controls  over  key  program  provisions 
regarding  granting  training  waivers,  limiting  training 
costs  and  the  period  of  entitlement  to  training. 

TAA  Prrtqram  was  Managed  Without  Training  or  Reemployment  Goals 

The  law  promotes  training  as  a  means  to  achieve  suitable 
employment.   However,  in  contrast  to  other  training  programs 
managed  by  ETA,  OIG  found  the  TAA  program  was  not  managed  to 
achieve  performance  goals  or  measure  the  effectiveness  of 
training.   Moreover,  neither  the  Congress  nor  ETA  defined  what 
accomplishments  should  be  measured,  how  they  should  be  measured  or 
what  would  constitute  an  acceptable  level  of  performance. 

States  Were  not  Required  to  Follow  up  With  Participants   or  Monitor 
the  Quality  of  TAA  Training.    Services  or  Outcomes  Achieved 

OIG  found  that  virtually  no  information  existed  at  the  Federal  or 
state  level  about  what  happened  to  TAA  participants  after  they 
completed  or  dropped  out  of  the  program.   This  was  because  there 
was  no  requirement  in  the  Act  or  implementing  regulations  to 
collect  or  report  such  information.   In  the  absence  of  such  a 
requirement,  only  one  of  the  nine  states  in  our  audit  followed  up 
on  participants  who  left  the  program. 

Few  of  the  states  conducted  periodic  monitoring  or  quality  reviews 
of  TAA  program  operations.   Although  most  of  the  states  had 
adopted  internal  policies  prohibiting  certain  types  of  training  or 
institutions  with  poor  placement/retention  records  as  a  means  to 
improve  training  quality,  there  was  evidence  that  most  training 
providers  or  local  office  TAA  program  operations  had  not  been 
subjected  to  periodic  quality  reviews. 

Last,  we  noted  that  documentation  of  critical  decisions  affecting 
participants'  training,  waivers  or  required  services  was  not 
adequate  to  permit  post  review  or  quality  assessment  of  program 

delivery. 
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The  TAA   Proqraja  Information  Systems  and  Related  Reports 
Did  Not  Measure  Program  Performance 

The  quarterly  ETA  563  report  on  TAA  program  activities  and 
services  did  not  gather  sufficient  information  about  training  and 
reemployment  outcomes  and  several  critical  data  elements  were 
incomplete  or  were  inaccurately  reported  by  the  states. 

Moreover,  we  found  that  the  information  reported  by  the  states  on 
their  ETA  563  reports  was  often  inaccurate  or  inconsistent  with 
how  other  states  reported  the  same  data  element.   For  example, 
while  the  report  element  concerning  reemployment  implied  that 
states  should  follow  up  to  collect  this  information,  the  states 
reported  only  those  instances  of  reemployment  that  came  to  their 
attention  without  contacting  the  participants.   Thus,  the 
information  on  reemployment  was  grossly  understated  compared  with 
our  sample  results. 

Weak  Controls  Over  Key  Program  Provisions 

During  our  review  of  participant  case  files,  we  noted  that 
internal  controls  appeared  to  be  weak  regarding  granting  training 
waivers,  limiting  training  costs  and  the  period  of  entitlement  to 
TAA-funded  training.   The  way  these  provisions  were  implemented 
appear  to  be  inconsistent  with  the  intent  of  the  program. 

Recommendations 

OIG  recommends  that  the  Assistant  Secretary  for  Employment  and 
Training  take  the  following  actions  to  strengthen  the  TAA  program: 

•  Formulate  well  defined  objectives  and  performance 
standards  for  states  to  strive  for  concerning  training 
and  reemployment  outcomes,  and  develop  relevant 
performance  measures  for  use  by  the  states  and  ETA  in 
evaluating  program  effectiveness. 

•  Implement  procedures  which  require  states  to  follow  up 
on  workers'  status  after  their  participation  in  the 
program  and  determine  the  quality  of  program  services 
provided  and  outcomes  achieved. 

•  Design  and  implement  a  management  information  system 
which  meets  the  needs  of  state  and  Federal  program 
managers  in  overseeing  program  operations  and  evaluating 
program  effectiveness. 

•  Strengthen  controls  over  the  granting  of  waivers  from 
the  training  requirement,  determining  the  reasonable- 
ness of  training  costs  and  limiting  the  time  frame  for 
entitlement  to  TAA-funded  training. 
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ETA'S  Response 

ETA  concurred  in  principle  with  many  of  the  findings  and 
recommendations  in  this  report,  including  the  need  to  give  more 
attention  to  ensuring  compliance  with  the  statutory  requirements 
regarding  waivers  from  training.   ETA  also  agreed  that  stated 
program  objectives  and  measures  of  performance  are  desirable,  and 
that  follow  up  is  needed  in  conjunction  with  whatever  definitive 
goals  and  objectives  may  be  established.   In  addition,  ETA 
recognized  that  oversight  needs  to  be  expanded  and  designed 
specifically  to  address  management  problems  and  improve  the 
delivery  of  program  benefits. 

ETA  welcomed  the  information  the  report  provided  on  how  the 
participants  rated  the  program.   ETA  believed  it  was  important  to 
know  how  TAA's  customers  viewed  the  program  and  was  pleased  to 
learn  the  program  had  an  above  average  rating. 

However,  ETA  disagreed  with  our  use  of  the  definition  of  "suitable 
employment"  contained  in  Section  236(e)  of  the  Act  as  amended', 
which  incorporates  the  80  percent  wage  criteria  as  a  measure  for 
determining  whether  the  program  is  meeting  its  purpose.   ETA 
believed  the  definition  of  "suitable  employment"  at  Section  236(e) 
applies  only  to  determining  the  propriety  of  providing  training 
and  should  not  be  applied  in  determining  the  success  of 
participant  outcomes. 

OIG's  Conclusion 

For  the  reasons  stated  in  the  Audit  Bationale   section  of  this 
report  (page  11) ,  OIG  believes  that  use  of  the  definition  of 
"suitable  employment"  to  evaluate  post-training  employment  was 
neither  arbitrary  nor  out  of  context  with  the  overall  intent  of 
the  Act.   This  is  primarily  because  the  Act  allows  covered  workers 
to  quit  jobs  paying  less  than  80  percent  of  their  former  wages  to 
attend  TAA-approved  training  and  receive  UI/TRA  payments.   Thus, 
OIG  believes  that  the  Act  was  intended  to  help  workers  find  jobs 
that  protect  their  wage  base — not  just  to  help  them  obtain  jobs  at 
a  skill  level  other  than  they  would  have  been  able  to  obtain 
absent  such  training,  as  suggested  in  ETA's  comments. 


ETA'S  comments  on  the  draft  report  and  OIG's  conclusions  have  been 
included  in  this  report  following  the  recommendations  (page  30) . 


■  Section  236(e)  defines  suitable  employment  as,  "...work  of 
a  substantially  equal  or  higher  skill  level  than  the  worker's  past 
adversely  affected  employment,  and  wages  for  such  work  at  not  less 
than  80  percent  of  the  worker's  average  weekly  wage." 
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INTRODUCTION 


Background 


The  purpose  of  the  Trade  Adjustment  Assistance  (TAA)  program  as 
stated  at  20  CFR  617.2  is  "...to  assist  individuals,  who  became 
unemployed  as  a  result  of  increased  imports,  return  to  suitable 
employment."  The  1988  amendments  emphasize  training  as  a  means  to 
achieve  this  objective.   However,  the  term  "suitable  employment" 
as  used  in  this  section  of  the  Federal  regulations  is  not  defined 
and  leaves  the  assessment  of  program  performance  open  to  debate 
(see  definition  of  "Suitable  Employment"  on  page  11) . 

The  TAA  program  includes  a  variety  of  benefits  and  services  to 
help  this  specific  group  of  economically  displaced  workers  prepare 
for  and  obtain  new  employment.   It  pays  for  job  training,  the 
expenses  of  seeking  work  outside  of  workers'  normal  commuting  area 
and  relocating,  if  necessary,  to  accept  new  work.   Workers  who 
remain  unemployed  after  all  regular  state  and  Federal  unemployment 
compensation  has  been  exhausted  may  also  receive  weekly  Trade 
Readjustment  Allowances  (TRA) .   Basic  TRA  and  regular  UC  are 
payable  for  a  combined  total  of  52  weeks  following  an  individual's 
qualifying  separation  from  trade  affected  employment.   Up  to  26 
additional  weeks  of  TRA  are  payable  to  assist  workers  who  are 
still  participating  in  TAA-approved  training. 

The  Omnibus  Trade  and  Competitiveness  Act  (OTCA)  of  1988, 
P.L,  100-418,  contains  the  most  recent  amendments  to  the  Trade 
Act.   These  amendments  emphasize  the  importance  of  training  to 
assist  individuals  to  return  to  suitable  employment.   The  amend- 
ments, which  were  effective  November  21,  1988,  made  training  an 
entitlement  for  eligible  workers  and  required  TRA  recipients  to 
participate  in  an  approved  training  program  or  to  have  completed 
an  approved  training  program  as  a  condition  to  receive  their  basic 
TRA  payments'.   Beginning  November  21,  1988,  in  situations  where 
training  is  not  feasible  or  appropriate,  the  state  must 
specifically  waive  the  training  requirement  for  an  individual  to 
remain  eligible  to  receive  basic  TRA  payments. 

The  TAA  program,  including  the  payment  of  allowances,  is  carried 
out  on  behalf  of  DOL  by  the  State  Employment  Security  Agencies 
(SESAs)  under  agreements  with  the  Secretary  of  Labor.   Under  these 
agreements,  SESAs  act  as  agents  of  the  United  States  and  must 
carry  out  fully  the  purposes  of  the  Act.   If  the  Secretary  of 
Labor  determines  that  a  state  has  not  fulfilled  its  commitments 


^  Prior  to  the  OTCA  amendments  effective  November  21,  1988, 
eligible  workers  were  not  required  to  participate  in  training  to 

receive  basic  TRA  payments. 

-6- 


19 


under  an  agreement,  in  the  case  of  a  taxpayer  subject  to  the 
unemployment  compensation  law  of  such  state,  the  total 
unemployment  insurance  (UI)  tax  credit  provided  under  the  Federal 
Unemployment  Tax  Act  (FUTA)  otherwise  allowable  shall  be  reduced 
by  7.5  percent. 

In  Fiscal  Years  1991  and  1992,  $71  million  and  $72  million, 
respectively,  was  appropriated  by  the  Congress  for  the  states' 
TAA  program  and  administrative  costs;  an  additional  $198  million 
and  $154  million,  respectively,  was  appropriated  for  TRA  benefits. 

Overview  of  the  Process 

Access  to  TAA  program  services  and  allowances  is  a  two-step 
process.   First,  to  become  eligible,  a  group  of  three  or  more 
workers  (or  an  authorized  representative)  from  an  individual  plant 
or  firm  who  have  lost  their  jobs  or  whose  hours  or  wages  were 
reduced  as  a  result  of  increased  imports,  may  file  a  petition  for 
certification  of  eligibility  with  the  Department's  Office  of  Trade 
Adjustment  Assistance.   If,  after  conducting  a  fact-finding 
investigation,  the  Department  determines  that  increased  imports 
contributed  significantly  to  a  decrease  in  sales  or  production  and 
to  worker  layoffs  in  a  particular  plant  or  product  line,  the  group 
of  workers  is  certified  as  eligible  and  an  impact  date  is 
established.   The  Department  then  notifies  the  state  which,  in 
turn,  must  notify  in  writing  the  individual  workers  covered  by  the 
certified  petition  that  they  are  entitled  to  receive  TAA-funded 
training,  services  and  Trade  Readjustment  Allowances  (TRA) 
specified  by  the  Act. 

Secondly,  the  workers  file  individual  applications  for  TAA/TRA  at 
their  nearest  state  Unemployment  Compensation  Office.   To  receive 
TRA,  a  worker  must  have  worked  for  the  certified  employer  at  least 
26  weeks  during  the  year  preceding  separation,  have  exhausted  all 
regular  state  and  Federal  unemployment  compensation,  and  must  be 
enrolled  in,  have  completed  or  be  specifically  waived  from  TAA- 
approved  training.   Training  is  approved  if  the  state  believes  it 
meets  the  six  legislated  criteria  discussed  in  the  Principal 
Criteria   section  of  this  report.   Waivers  from  the  training 
requirement  may  be  granted  to  participants  who  already  have 
marketable  skills  or  for  whom  training  is  not  feasible  or 
appropriate.   Waivers  preserve  the  worker's  right  to  basic  TRA 
payments  if  not  enrolled  into  an  approved  training  program. 

While  receiving  TRA  payments,  workers  are  periodically  contacted 
to  ensure  training  is  progressing  satisfactorily  or  to  determine 
if  a  training  waiver  is  still  appropriate.  Whenever  training  is 
completed  and/or  all  rights  to  TRA  payments  have  been  exhausted, 
the  worker  may  continue  to  take  advantage  of  job  search  and  job 
placement  services  offered  by  the  state. 
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Principal   Criteria 

Eligibility.   Workers  must  be  covered  under  a  petition  certified 
by  the  Secretary  of  Labor  before  they  can  receive  TAA  training, 
allowances  or  other  supportive  services.   The  Trade  Act  of  1974, 
Title  II,  Chapter  2,  Subchapter  A  -  "Petitions  and  Determina- 
tions," spells  out  the  process  for  filing  petitions  for 
certifications  of  eligibility  for  adjustment  assistance. 

Benefits.   Subchapter  B  -  "Program  Benefits,"  defines  the  various 
services  and  benefits  available  to  affected  workers.   These 

include: 

1.  Trade  Readjustment  Allowances  (TRA) ; 

2.  training  and  related  services,  such  as  counseling, 
testing,  placement  and  supportive  services; 

3.  job  search  allowances;  and 

4.  relocation  allowances. 

Definition  of  "suitable  employment."  The  term  "suitable 
employment"  is  defined  by  the  Act  in  two  different  ways;  one  for 
determining  whether  training  should  be  approved  under 
Section  236(e)  of  the  Act,  as  amended,  and  another  as  defined  in 
state  law  for  use  as  a  work  test  for  workers  not  enrolled  in  TAA- 
approved  training  and  for  determining  whether  job  search  and 
relocation  allowances  should  be  paid.   We  used  the  80-percent  wage 
criteria  for  determining  whether  participants  in  our  sample 
obtained  suitable  employment  as  explained  on  page  11  of  this 
report - 

Training.   The  1988  amendments  emphasize  training  as  the  means  to 
obtain  suitable  employment.   To  approve  training,  six  criteria 
must  be  applied  and  met.   The  six  training  criteria  are: 

1.  There  is  no  suitable  employment'  available  for  an 
adversely  affected  worker. 

2.  The  worker  would  benefit  from  appropriate  training. 

3.  There  is  reasonable  expectation  of  employment  following 
completion  of  such  training. 

4.  Training  approved  by  the  Secretary  is  available  to  the 
worker  from  either  governmental  agencies  or  private 
sources. 


'  The  term  "suitable  employment"  as  it  relates  to  the 
criteria  for  approving  training  is  defined  in  Section  236(e)  of 

the  Trade  Act  as  amended. 
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5.  The  worker  is  qualified  to  undertake  or  complete  such 
training. 

6.  Such  training  is  suitable  for  the  worker  and  available 
at  a  reasonable  cost. 

If  any  one  or  more  of  the  criteria  are  not  met,  training  is  not 
appropriate  and  should  not  be  approved. 

Federal  regulations.   The  Federal  regulations  implementing  the 
1988  amendments  had  not  been  finalized  during  the  period  of  our 
review.   Thus,  the  TRA  regulations  guiding  the  states' 
implementation  of  the  program  are  a  patch-work  of  Federal 
regulations  and  General  Administration  Letters  (GALs)  that  must  be 
viewed  together  to  determine  the  specific  program  requirements 
which  cooperating  state  agencies  must  follow.   The  principal 
directives  are: 

—   20  CFR  Part  617  dated  December  22,  1986,  effective 
January  21,  1987; 

Notice  of  General  Administration  Letter  No.  15-90,  dated 
November  21,  1990,  superseded  GAL  7-88,  dated  September 
16,  1988  which  incorporated  OTCA  amendments;  and 

several  other  GALs  which  clarify  specific  aspects  of  the 
financial  process,  training  approval,  eligibility  dates, 

etc. 
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AUDIT  OBJECTIVES,  SCOPE  and  METHODOLOGY* 

This  audit  was  conducted  to  determine  whether  the  TAA  program 
assisted  workers  to  find  suitable  employment  and,  where  training 
was  needed,  how  the  state  program  operators  managed  their  training 
efforts.   Moreover,  because  of  the  lack  of  information  about 
program  outcomes  discovered  during  preliminary  audit  work,  we 
conducted  this  audit  to  inform  ETA  and  the  Congress  about  key 
characteristics  of  TAA  program  performance. 

To  meet  these  objectives,  we  performed  the  following  procedures: 

•  selected  nine  states  for  audit  and  traced  the  status  of 
1,198  participants  chosen  at  random  from  more  than 
11,000  in  the  selected  states  who  terminated  the  program 
during  Fiscal  Year  1991; 

•  met  with  Federal  and  state  TAA  program  officials  in  the 
nine  states  to  determine  how  the  TAA  program  was  being 
managed  concerning  program  goals,  program  monitoring  and 
evaluation;  and 

•  reviewed  the  quarterly  ETA  563  report  data  for  Fiscal 
Year  1991,  obtained  an  understanding  of  how  the  report 
was  prepared  and  determined  whether  key  data  elements 
were  traceable  to  source  documentation. 

The  program  outcome  statistics  presented  in  this  report  are 
projected  only  to  the  nine  states  included  in  this  audit  as  a 
group  and  are  based  on  the  best  outcome  achieved  by  the 
participants  in  the  sample  during  the  one-year  period  following 
separation. 

The  nine  states  included  in  this  audit  were:   Alabama,  Colorado, 
Georgia,  Illinois,  Missouri,  New  Jersey,  New  York,  Ohio,  and 

Pennsylvania. 

Audit  fieldwork  and  data  collection  were  conducted  during  the 
period  October  1992  through  May  1993.   Fieldwork  was  followed  by 
data  input,  verification  and  analysis  of  program  outcomes.   Audit 
results  were  communicated  to  each  of  the  states  included  in  the 
audit  and  their  comments  were  considered  in  this  report. 

Our  audit  was  made  in  accordance  with  applicable  Government 
Auditing  Standards  to  satisfy  the  objectives  stated  above. 


■*  An  expanded  discussion  of  the  audit  objectives,  scope  and 
methodology  including  the  sampling  plan  and  projections  can  be 
found  at  Appendix  1  of  this  report. 
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AUDIT  RATIONALE 


The  TAA  program  has  been  in  operation  for  about  19  years  and  has 
recently  been  reauthorized  by  Congress  through  September  30,  1998. 
OIG  undertook  a  review  of  the  TAA  program  outcomes  in  nine 
selected  states  to  determine  the  extent  to  which  the  program  was 
achieving  its  objectives.   However,  OIG  found  that  it  was  unable 
to  assess  the  results  of  the  TAA  program  using  available  data 
gathered  by  the  states  and  reported  to  ETA.   The  primary  reason 
was  that  management  had  not  gathered  sufficient  data  on  program 
outcomes,  and  data  reported  quarterly  by  the  states  to  ETA  was 
often  incomplete  or  inaccurate.   Moreover,  ETA  had  not  defined 
clear  goals  and  objectives  against  which  to  measure  the  TAA 
program's  success  and  had  not  developed  relevant  performance 
measures. 

In  the  absence  of  firm  criteria  to  measure  program  performance, 
OIG  used  the  following  goals  which  we  believe  are  implied  by  the 
Act.   We  used  the  statement  of  purpose  provided  in  the 
implementing  Federal  Regulations  at  20  CFR  617.2  which  is, 

"...to  assist  individuals,   who  became  unemployed  as  a  result 
of  increased  imports,    return  to  suitable  employment." 

Because  the  term  "suitable  employment"  was  not  defined  in  the  Act 
or  regulations  as  it  applies  to  jobs  found  after  participation  in 
the  TAA  program,  OIG  used  the  definition  of  suitable  employment 
provided  in  Section  236(e)  of  the  Act,  as  amended,  which  applies 
to  one  of  the  criteria  used  for  approving  training.   The  criteria 
states  that  training  shall  be  approved  if  "...there  is  no  suitable 
employment  (which  may  include  technical  and  professional 
employment)  available  for  an  adversely  affected  worker."   In  this 
context,  the  term  "suitable  employment"  is  defined  as, 

"...work  of  a  substantially  equal   or  higher  skill   level   than 
the  worker's  past  adversely  affected  employment,    and  wages 
for  such  work  at  not  less  than   80  percent  of  the  worker's 
average  weekly  wage." 

OIG  applied  the  80  percent  wage  rate  as  a  benchmark  for  measuring 
program  performance  because  workers  may  quit  jobs  paying  less  than 
this  amount  and  enroll  into  TAA-approved  training  without  losing 
entitlement  to  unemployment  compensation  or  Trade  Readjustment 
Allowances  (TRA) .  While  state  and  ETA  program  managers  argue  that 
this  goal  appears  unrealistic  and  that  the  definition  exists  in 
the  Act  solely  to  protect  a  worker's  entitlement  to  TRA  payments, 
OIG  disagrees.  We  believe  it  implies  that  the  objective  of  the 
TAA  program  is  not  only  to  provide  TRA  payments  to  workers  or 
assist  workers  to  obtain  just  any  job — but  to  obtain  new  jobs  at 
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equivalent  skill  levels  that  preserve  or  have  the  potential  to 
preserve  8  0  percent  or  more  of  their  former  wage  level. 

Where  participants  enrolled  into  TAA-approved  training,  OIG 
applied  an  additional  goal  that  new  jobs  should  be  related  to  the 
training  received. 

We  did  not  compare  the  skill  levels  of  the  worker's  past  adversely 
affected  employment  and  new  employment  in  our  determination  of 
whether  new  jobs  were  suitable  because  of  the  lack  of  information 
and  objective  criteria. 

To  assess  program  performance,  OIG  selected  nine  states  for  audit 
and  gathered  program  performance  data  from  a  variety  of  available 
sources  for  a  random  sample  of  1,198  participants  who  left  the 
program  during  Fiscal  Year  1991.   We  then  determined  the  best 
outcome  achieved  by  each  of  the  participants  during  a  one-year 
period  following  their  participation  in  the  TAA  program  to  provide 
a  basis  for  analyzing  program  outcomes  in  this  report. 


Audit  results  are  presented  in  two  parts  corresponding  to  the 
major  topical  areas.   Fart  I  discusses  Program  Management;  and 
Part  II  discusses  Program  Results  for  a  random  sample  of  1,198  TAA 
participants  from  nine  selected  states  who  left  the  program  during 
Fiscal  Year  1991. 

OIG  wishes  to  thank  ETA  and  the  state  administrators  for  their 
support  and  cooperation  during  this  audit. 


-12- 


25 


PART  I 
PROGRAM  MAKAGEHEKT 

THE  TAA  MANAGEMENT  CONTROL  ENVIRONMENT 
SHOULD  BE  IMPROVED 

Based  on  our  review  of  participant  outcomes  during  the  year 
following  their  participation  in  the  TAA  program,  we  concluded 
that  the  TAA  program  fell  short  of  meeting  the  training  and 
reemployment  goals  implied  by  the  Act  for  a  substantial  portion  of 
participants  in  our  sample.   We  drew  this  conclusion  because,  as 
shown  in  detail  in  Part  II  of  this  report: 

•  V?hile  6  out  of  every  10  workers  enrolled  found  new 
employment  during  the  year  following  their  participa- 
tion in  the  program,  only  3  found  new  employment  which 
paid,  or  had  the  potential  to  pay  suitable  wages  (which 
OIG  interpreted  as  80  percent  or  more  of  their  former 
wages) .   An  additional  2  out  of  every  10  workers 
returned  to  work  for  their  former  employers. 

•  Although  the  Act  emphasizes  training  as  a  means  to 
assist  workers  to  return  to  suitable  employment,  just 
over  5  out  of  every  10  workers  enrolled  into  TAA- 
approved  training  programs.   Of  these,  just  over  3 
completed  their  training  and  only  1  found  new  employment 
related  to  the  training  received  and  that  paid  or  had 
the  potential  to  pay  suitable  wages. 

•  The  Act  requires  workers  to  enroll  into  approved 
training  programs  as  a  condition  to  receive  TRA  payments 
unless  specifically  waived  from  the  training 
requirement.   Although  the  Act  intended  that  waivers  be 
granted  on  a  limited  basis,  we  found  that  participants 
who  did  not  wish  to  attend  training  were  almost  always 
granted  waivers  from  the  training  requirement  without 
losing  entitlement  to  basic  TRA  payments. 

OIG  found  four  areas  where  TAA  program  management  should  be 
improved  to  increase  the  program's  effectiveness.  These  are: 

•  the  TAA  program  was  managed  by  ETA  and  the  states 
without  specific  training  or  reemployment  goals; 

•  there  was  no  requirement  for  states  to  follow  up  with 
participants  or  otherwise  monitor  the  quality  of  TAA 
training,  services,  or  outcomes  achieved; 

•  the  TAA  program  information  systems  and  related  reports 
did  not  measure  program  performance;  and 
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•    there  were  weak  controls  over  key  program  provisions 

regarding  granting  training  waivers,  limiting  training 
costs  and  the  period  of  entitlement  to  TAA-funded 
training. 

The  TAA  Progrena  was  Managed  Without  Training 
or  Peemploywent  Goals 

OIG  found  that  the  TAA  program  continued  to  be  managed  as  an 
entitlement  or  compensation  program  without  training  or 
reemployment  goals. 

The  law  promotes  training  rather  than  extended  compensation  as  a 
means  to  achieve  suitable  employment.   This  is  evident  in  the  1988 
OTCA  amendments  to  the  Act  which  require  training  as  a  condition 
to  receive  basic  TRA  payments.   However,  in  contrast  to  other 
training  programs  managed  by  ETA,  the  TAA  program  was  not  managed 
to  achieve  performance  goals  or  measure  the  effectiveness  of 
training.   Instead,  even  after  the  1988  amendments,  the  TAA 
program  continued  to  be  managed  by  ETA  and  the  nine  states 
reviewed  as  an  entitlement  or  compensation  program  without 
specific  training  or  reemployment  goals  in  mind.   Program  managers 
focused  more  on  the  administrative  program  requirements  associated 
with  providing  training  and  allowance  payments  rather  than  program 
performance. 

Overall,  we  found  that  the  states  in  our  sample  ensured  that 
timely  and  accurate  TRA  payments  were  made  to  eligible  workers  and 
that  workers  who  desired  training  were  enrolled  into  TAA-approved 
training  courses  which  were  available  in  their  area.   One  of  the 
states  in  our  sample  took  the  initiative  to  conduct  annual 
followup  with  participants  who  terminated  training  to  determine 
what  type  of  job  was  obtained,  what  the  new  wages  were  and  whether 
the  job  was  related  to  TAA-approved  training.   However,  this 
information  was  not  reported  to  DOL  through  the  TAA  information 
system. 

Effective  program  management  is  dependent  on  adequate  and  timely 
information  on  what  local  programs  are  accomplishing  and  how  they 
are  achieving  these  results.   For  example,  Section  165  of  the  Job 
Training  Partnership  Act  (JTPA)  requires  that  recipients  maintain 
and  submit  information  that  the  Secretary  of  Labor  needs  to 
appraise  the  performance  of  JTPA  recipients'  programs.   Further, 
Section  106  of  JTPA  directs  the  Secretary  to  establish  perform- 
ance standards  for  dislocated  worker  programs  under  Title  III 
which  serves  a  similar  group  of  economically  dislocated  workers. 
These  standards  are  based  in  part  on  program  experience,  program 
emphases  and  established  goals.   However,  unlike  JTPA,  neither  the 
Congress  nor  ETA  defined  what  TAA  program  accomplishments  should 
be  measured,  how  they  should  be  measured  or  what  would  constitute 
an  acceptable  level  of  performance. 
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Contributing  Factors 

The  law,  implementing  regulations  and  program  directives  are 
unclear  as  to  the  goals  of  the  program.   In  addition,  the  future 
of  the  program  has  been  uncertain. 

Purpose  of  the  Act 

The  Trade  Act  of  1974  (Act)  describes  a  variety  of  purposes, 
including  the  objective  of  providing  "adequate  procedures  to 
safeguard  American  industry  and  labor  against  unfair  or 
injurious  import  competition,  and  to  assist  industries, 
firms,  workers  and  communities  to  adjust  to  changes  in 
international  trade  flows."  This  broad-based  purpose 
provides  an  overall  framework  for  the  initial  regulations 
which  further  define  the  objectives  and  operating 
instructions  for  the  program. 

In  the  implementing  regulations,  ETA  described  the  purpose  of 
the  program  "...to  assist  individuals,  who  became  unemployed 
because  of  increased  imports,  return  to  suitable  employment." 
However,  the  term  "suitable  employment"  is  not  defined  as  it 
relates  to  the  quality  of  jobs  workers  are  expected  to  obtain 
following  program  participation. 

Definition  of  Suitable  Employment 

The  term  "suitable  employment"  is  defined  by  the  Act  in  two 
different  ways;  one  for  determining  whether  training  should 
be  approved  under  Section  236(e)  of  the  Act,  as  amended,  and 
another  as  defined  in  state  law  for  use  as  a  work  test  for 
workers  not  enrolled  in  TAA-approved  training  and  for 
determining  whether  job  search,  TRA,  and  relocation  allow- 
ances should  be  paid.   The  two  definitions  are  stated  in  the 
TAA  regulations  as  follows: 

1.  Section  236(e)  of  the  Act,  as  amended  (20  CFR 
617.22(a)(1)),  defines  suitable  employment  as 
"...work  of  a  substantially  equal  or  higher  skill 
level  than  the  worker's  past  adversely  affected 
employment,  and  wages  for  such  work  at  not  less 
than  80  percent  of  the  worker's  average  weekly 
wage...."  The  Act  allows  adversely  affected 
workers  to  quit  work  not  meeting  this  definition  to 
enroll  into  training  without  loss  of  entitlement  to 
UI  (unemployment  insurance)  or  TRA  payments. 

2.  20  CFR  617.3 (Uc)  defines  suitable  work  as  "...work 
as  defined  in  the  applicable  state  law  for 
claimants  for  regular  compensation...." 


-15- 


28 


The  primary  difference  between  these  definitions  is  that  the 
first  compares  the  wages  and  skill  level  of  available  jobs 
with  the  worker's  past  adversely  affected  job  to  determine 
suitability  for  that  worker;  the  second  definition  compares 
available  jobs  with  similar  jobs  in  the  area  regardless  of 
the  wage  rate  or  skill  level  of  the  worker's  adversely 
affected  job. 

Neither  of  these  definitions  addresses  "suitable  employment" 
in  terms  of  program  outcomes. 

Disagreement  Over  Suitable  Employment  as  a  Goal 

We  encountered  significant  disagreement  among  the  sampled 
states  over  using  the  suitable  employment  definition 
specified  in  Section  236(e),  as  amended,  as  the  program  goal. 
Although  all  states  in  our  sample  agreed  that  employment  was 
a  primary  goal,  several  states  felt  strongly  that  it  was 
inappropriate  that  "suitable  employment"  with  the  80  percent 
criteria  as  defined  in  Section  236 (e)  of  the  Act,  as  amended, 
be  considered  a  program  goal. 

Based  on  our  audit  of  the  nine  states,  three  states  agreed 
with  the  OIG  approach  to  defining  suitable  employment,  one 
state  did  not  comment,  and  the  remaining  five  states 
disagreed  with  the  OIG  approach  for  various  reasons.   The 
disagreeing  states  in  general  felt  the  definition  at  Section 
236(e)  of  the  Act,  as  amended,  only  applied  to  suitable 
employment  when  determining  the  need  for  training,  and  was 
not  intended  to  be  applied  as  a  measure  for  success  or 
program  goal  for  participants  leaving  the  program.  These 
states  felt  a  less  stringent  definition  was  necessary. 

The  following  represents  a  cross  section  of  the  comments  from 
states  that  disagreed  with  the  OIG  interpretation  of  suitable 
employment  as  it  relates  to  expected  participant  outcomes. 
One  state  felt  that  suitable  employment  "is  whatever 
(employment)  is  acceptable  to  the  individual  within  reason, 
and  guidance,  from  the  agency.   Another  state  commented  that 
it  was  unreasonable  to  expect  workers  entering  new  employment 
to  achieve  80  percent  of  their  former  wages,  because  they 
typically  would  be  starting  their  new  job  at  the  entry  level 
wage,  whereas  their  prior  wage  level  was  achieved  after 
several  year  of  experience. 

The  comments  from  the  states  make  it  clear  there  is  no 
consensus  of  opinion  on  the  meaning  of  suitable  employment  as 
a  desirable  program  outcome.   Although  most  states  rejected 
the  definition  of  "suitable  employment"  at  Section  236(e)  for 
program  outcomes,  the  states  did  not  adopt  the  definition  at 
20  CFR  617.3 (kk)  for  program  outcomes  either.   Furthermore, 
none  of  the  states  had  an  adequate  system  for  determining 
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whether  participants  leaving  the  program  were  obtaining 
quality  employment.   We  found  that  eight  of  nine  states  made 
no  assessment  of  the  participant's  outcomes  after  leaving  the 
program. 

Uncertain  Future  of  TAA  Program 

We  believe  a  contributing  factor  in  ETA's  and  the  states' 
continued  operation  of  TAA  as  a  compensation/entitlement 
program  —  rather  than  a  training/employment  program  as 
intended  by  the  Act  —  was  that  departmental  budget  and 
legislative  proposals  in  recent  years  had  recommended  the  TAA 
program  for  termination  in  favor  of  JTPA  programs  serving  all 
economically  dislocated  workers.   Thus,  departmental 
priorities  appeared  to  have  been  to  eliminate  the  TAA 
program,  rather  than  to  improve  its  performance. 

States  Were  not  Required  to  Follov  up  With  Participants  or 
Othenifise  Monitor  the  Quality  of  TAA  Training.    Services^ 
or  Outcomes  Achieved 

In  an  effort  to  evaluate  TAA  program  performance,  OIG  found  that 
little  information  existed  at  the  Federal  or  state  level  about 
what  happened  to  TAA  participants  after  they  completed  or  dropped 
out  of  the  program.   This  was  because  there  was  no  requirement  in 
the  Act  or  implementing  regulations  to  collect  or  report  such 
information.   In  the  absence  of  such  a  requirement,  only  one  of 
the  nine  states  in  our  audit  followed  up  on  participants  who  left 
the  program.   However,  this  state  followed  up  only  with  workers 
who  participated  in  TAA-approved  training,  thus  outcomes  for  those 
participants  who  did  not  attend  training  were  not  assessed. 

Three  of  the  states  in  our  audit  conducted  periodic  monitoring  or 
quality  reviews  of  TAA  program  operations.   Although  five  of  the 
states  had  adopted  internal  policies  prohibiting  certain  types  of 
training  or  institutions  with  poor  placement/retention  records  as 
a  means  to  improve  training  quality,  there  was  evidence  that  local 
office  TAA  program  operations  had  not  been  subjected  to  periodic 
quality  reviews. 

Last,  we  noted  that  file  documentation  of  critical  decisions 
affecting  participants'  training  approvals,  waivers  or  required 
services  was  not  adequate  to  permit  post  review  or  quality 
assessment  of  program  delivery. 

Followup  Was  Not  Required 

The  lack  of  a  TAA  followup  system  by  the  states  can  be 
explained  in  part  by  the  absence  of  a  federal  requirement  for 
such  a  system.  Although  ETA  requires  states  to  report  the 
number  of  participants  who  "obtained  jobs"  and  the  number 

-17- 


74-425  0-93-2 


30 


that  "obtained  jobs  after  training,"  there  is  no  federal 
requirement  to  follow  up  with  participants  leaving  the 
program  to  obtain  this  information. 

None  of  the  states  in  our  sample  established  adequate 
followup  policies  or  procedures.   We  refer  to  "followup"  as  a 
system  of  steps  taken  to  determine  the  participants' 
employment  results  after  leaving  the  TAA  program.   With  one 
exception,  the  states  did  not  regularly  follow  up  or  gather 
information  on  participant  employment  outcomes.   But  even  the 
one  state  followed  up  only  to  determine  the  outcomes  for 
participants  who  received  TAA-approved  training,  rather  than 
following  up  on  all  TAA  participants  in  their  progreun. 

Two  states  contended  that  followup  activities  were  performed. 
However,  we  found  no  written  followup  procedures,  and  there 
was  little  consistency  among  local  offices  regarding  the 
regularity  of  the  followup,  the  type  of  information  gathered, 
or  the  quality  of  the  documentation.   The  other  six  states  in 
our  sample  generally  acknowledged  there  was  no  followup  with 
participants,  but  commented  there  was  no  requirement  and 
limited  financial  resources  for  such  activities. 

Most  states  did  not  initiate  or  maintain  contact  with 
participants  after  they  left  the  program,  unless  the 
participant  returned  to  the  local  unemployment  offices  for 
additional  services.   In  such  instances,  the  state  would 
typically  determine  the  participant's  employment  outcome  and 
record  the  information  for  tabulation  on  the  quarterly  ETA- 
563  report.   However,  there  usually  was  no  systematic  means 
for  tracing  participant  outcomes  and,  as  a  consequence,  many 
participants  who  obtained  employment  after  receiving  program 
services  were  not  identified  and  not  counted  (see  "The  TAA 
Program  Information  Systems  and  Related  Reports  Did  Not 
Measure  Program  Performance"  on  page  21  of  this  report) . 

States'  Program  Monitoring  or  Quality  Control  Rarely  Occurred 

Just  as  with  participant  followup,  there  was  no  requirement 
by  ETA  for  the  states  to  develop  comprehensive  monitoring 
procedures  for  their  TAA  program.   As  a  result,  the  degree  of 
monitoring  at  the  state  level  varied  significantly. 

Only  one  of  the  nine  states  in  our  sample  had  a  monitoring 
system  in  place  to  regularly  evaluate  program  operations  and 
the  quality  of  services  being  provided.   This  state's 
monitoring  of  program  operations  was  performed  in  conjunction 
with  visits  to  local  job  service  offices.   Monitoring  reports 
were  prepared  with  recommendations  for  corrective  action. 
In  addition,  training  courses  and  institutions  were  evaluated 
for  propriety  and  quality. 
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Two  states  had  limited  TAA  monitoring  functions  established. 
For  example,  one  state  geared  its  monitoring  toward  assessing 
program  operations,  but  did  little  to  assess  the  quality  of 
services.   Another  state  reviewed  participant  case  files 
quarterly,  but  other  operations  and  services  were  not 
assessed. 

The  remaining  six  states  in  our  sample  provided  little 
evidence  of  a  formal  monitoring  system,  although  two  of  these 
states  had  either  recently  completed  a  guide  for  use  in 
monitoring  current  TAA  operations,  or  were  developing 
programmatic  monitoring  procedures  for  implementation.   In 
responding  to  our  tentative  findings,  three  of  the  six  states 
agreed  to  adopt  formal  monitoring  procedures  to  better  assess 
the  quality  of  their  operations  and  the  services  provided. 

Since  monitoring  of  program  activities  was  not  a  regular  part 
of  the  operations  in  most  states,  we  asked  the  participants 
in  our  sample  to  evaluate  the  TAA  services  they  received  (see 
Part  II,  Section  F  "What  Were  the  Participants'  Opinions 
About  the  TAA  Services  Received?"  for  more  detailed 
information) .   We  asked  participants  to  evaluate  the 
following  six  services: 


•  Job  Counseling 

•  Testing 

•  Training 

•  Placement 

•  Job  Search 

•  Relocation 


Overall,  the  participants  gave  above-average  ratings  to  job 
counseling,  testing,  and  training,  with  the  highest  score 
going  to  training.   Job  counseling  and  testing  were  rated 
about  equal. 

The  overall  scores  for  job  search,  placement,  and  relocation 
were  below  average.   The  rating  for  job  search  was  only 
slightly  below  average,  with  placement  and  relocation 
services  receiving  the  lowest  ratings. 

DofTomentation  of  Critical  Services  vas  Lacking 

When  we  reviewed  the  various  case  files  for  the  participants 
in  our  sample,  we  found  a  lack  of  critical  documentation  that 
certain  services  were  provided.   For  example,  docvimentation 
of  such  services  as  assessment,  testing,  counseling,  and 
reemployment  services  was  often  missing  from  the  files  in 
each  state  we  examined.   In  some  cases,  intake  forms  did  not 
note  whether  counseling  and  placement  services  were  provided. 
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In  other  instances,  files  did  not  document  the  assessment  of 
participant  skills,  or  there  was  no  evidence  of  individual 
development  plans. 

We  also  found  that  all  states  were  liberal  in  issuing 
training  waivers,  but  had  little  descriptive  support  for  the 
waivers  and  generally  had  little  documentation  to  show  that 
waivers  were  periodically  reviewed.   Slightly  more  than  71 
percent  of  the  participants  in  our  sample  received  waivers 
from  training.   Most  of  the  files  included  a  pre-printed  form 
listing  possible  reasons  for  waivers.   A  block  was  checked 
beside  the  reason  a  particular  participant  was  given  the 
waiver,  but  no  other  supporting  explanation  or  documentation 
justifying  the  waiver  was  provided  (see  Part  II,  Section  D 
"Were  the  Waivers  Adequately  Documented?") . 

We  found  that  58  percent  of  the  waivers  in  our  sample  were 
not  reviewed  on  a  periodic  basis.   File  notations  sometimes 
indicated  waivers  were  reviewed;  but  none  of  the  states 
provided  evidence  that  all  waivers  were  periodically  reviewed 
as  required  (usually  every  30  days)  to  determine  whether  the 
conditions  under  which  the  waiver  was  originally  issued  had 
changed,  thereby  eliminating  the  need  for  further  TRA 
payments  (see  Part  II,  Section  D  "Were  the  Waivers 
Periodically  Reviewed?"). 

This  lack  of  documentation  on  waiver  reviews  may  have 
contributed  in  part  to  what  appears  to  be  the  continuation  of 
TRA  payments  for  inappropriate  reasons.   For  example, 
35  participants  were  given  waivers  because  the  beginning  date 
for  their  approved  training  was  beyond  30  days.   However, 
these  participants  never  enrolled  in  training  and  received  at 
least  21  weeks  of  basic  TRA  payments.   Moreover,  in  a  typical 
case,  these  participants  would  also  have  received  up  to  26 
weeks  of  unemployment  compensation  before  receiving  TRA 
payments;  therefore,  the  participants  had  ample  opportunity 
to  enroll  in  the  training  desired. 

Based  on  the  documentation  provided  and  the  number  of  TRA 
payments  made,  the  propriety  of  continuing  waivers  for  . 
participants  in  the  above  example  appears  questionable.   It 
appears  additional  documentation  should  have  been  maintained 
showing  special  conditions  or  other  justifications  for  the 
waiver.   Without  such  documentation,  the  participants  may 
have  been  allowed  to  continue  receiving  TRA  payments  under  an 
improper  or  unjustifiable  waiver. 

Another  analysis  we  performed  showed  that  52  participants 
were  granted  waivers  because  they  had  reasonable  expectations 
of  reemployment.   Yet,  after  5  months,  these  participants 
were  not  reemployed,  had  drawn  more  than  20  weeks  of  basic 
TRA  payments,  and  never  attended  TAA-approved  training. 
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Based  on  the  documentation  supplied  for  the  waiver,  it  would 
appear  that  participants  under  these  circumstances  would  have 
been  better  served  had  they  been  required  to  enroll  in  TAA 
training  to  obtain  new  skills  to  increase  their 
employability. 

Most  states  (7  of  9)  generally  agreed  that  complete 
documentation  of  services  was  not  maintained.   The  biggest 
problem  seemed  to  be  that  documentation  was  decentralized, 
with  local  and  central  offices  performing  different 
administrative  tasks,  and  with  only  casual  controls  in  place 
to  insure  that  all  necessary  docvimentation  was  maintained. 
One  state  responded  that  reemployment  services 
information  is  posted  to  participant  files  using  an 
automated  on-line  system,  and  the  services  portion  of 
the  file  is  deleted  when  the  file  is  inactive  for 
6  months  or  more.   The  physical  copies  of  the  services 
documentation  were  either  not  produced  or  not  maintained  for 
these  participants.   Another  state  responded  that  all 
documentation  of  participants  services  and  activities  was  not 
filed  at  the  state  level,  but  should  have  been  maintained  at 
the  local  offices. 

Without  clear  guidance  from  ETA  on  the  need  for  precise 
followup  and  monitoring  of  the  TAA  program,  most  states 
either  neglected  or  were  slow  to  establish  effective  followup 
and  monitoring  procedures  needed  to  ensure  files  were  fully 
documented,  and  program  performance  was  assessed. 

The  TAA  Prograw  Information  Systems  and  Related  Reports 
Did  Not  Measure  Prograw  Performance 

According  to  ETA  directives,  the  purpose  of  the  ETA  563  report 
"Quarterly  Determinations,  Allowance  Activities  and  Reemployment 
Services  Under  the  Trade  Act,"  is  for  the  Department,  the  Congress 
and  other  governmental  agencies  to  measure  the  effectiveness  of 
the  program.   However,  we  noted  the  report  did  not  gather 
sufficient  information  about  training  and  reemployment  outcomes  to 
meet  this  purpose  and  several  critical  data  elements  were 
incomplete  or  were  inaccurately  reported  by  the  states  or  input  by 
ETA. 

Several  relevant  measures  of  program  performance  had  not  been 
included  in  the  TAA  information  system.  The  system  provides  for 
the  collection  of  such  data  elements  as  the  number  of  participants 
who  entered  training,  completed  training,  found  jobs  or  found  jobs 
after  training.  However,  there  was  no  information  on  whether  the 
jobs  were  related  to  training  received,  whether  participants  found 
new  employment  or  returned  to  their  former  trade-affected 
positions,  or  whether  new  jobs  paid  suitable  wages  as  compared 
with  their  former  employment. 
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Moreover,  we  found  that  the  infonnation  reported  by  the  states  on 
their  ETA  563  reports  was  often  inaccurate  or  inconsistent  with 
how  other  states  reported  the  same  data  element.   For  example, 
while  the  data  elements  concerning  reemployment  implied  that 
states  should  follow  up  to  collect  this  information,  the  states 
reported  only  those  instances  of  reemployment  of  which  they  were 
aware  without  contacting  the  participants.   Thus,  the  information 
on  reemployment  was  grossly  understated  compared  with  our  sample 
results. 

Last,  internal  controls  at  ETA's  Office  of  Trade  Adjustment 
Assistance  (OTAA)  were  insufficient  to  ensure  that  information 
provided  by  the  states  was  accurately  input  into  the  data  base. 

The  System  Did  Not  Collect  Sufficient  Information  on  Training 
and  Reemployment  Outcomes 

The  ETA  563  report  was  designed  to  collect  activity-oriented 
information  on  the  number  of  participants  entitled  to 
payments,  amounts  paid,  disqualifications,  waivers  and 
overpayments  processed.   It  also  collects  information  on 
applicants,  job  referrals,  number  of  participants  who 
obtained  jobs,  entered  training,  currently  in  training, 
completing  training,  and  participants  who  obtained  jobs  after 
training.   The  ETA  563  report  provides  information  on 
participants  being  processed  through  the  program,  but  fails 
to  capture  other  important  information  that  is  needed  to 
evaluate  program  outcomes  or  performance. 

The  report  provides  practically  no  information  to  decision 
makers  on  whether  the  program  made  a  difference  for 
participants.   For  example,  the  ETA  563  report  does  not 
identify: 

-  The  number  of  participants  who  obtained  jobs  related  to 
the  TAA  training  received.   This  information  is  crucial 
since  the  value  of  the  training  becomes  questionable  if 
the  training  did  not  benefit  the  participant  in  securing 
employment,  or  if  the  participant  was  unable  to 
successfully  pursue  the  occupations  for  which  he/she  was 
trained. 

-  Whether  the  wages  were  suitable  compared  to  their 
adversely  affected  employment.   This  would  provide  a 
ready  and  standard  comparison  for  determining  whether 
TAA  had  a  positive  impact  on  the  participant's  earnings. 

-  The  number  of  participants  who  completed  training  versus 
the  number  of  participants  who  dropped  out.   This 
training  completion  rate  could  aid  management  in 
determining  whether  additional  incentives  or  restric- 
tions are  necessary  to  encourage  more  participants  to 
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complete  training  programs.   The  report  did  not  provide 
a  separate  count  of  participants  who  dropped  out  of 
training. 

The  number  of  participants  obtaining  new  jobs,  compared 
to  the  number  of  participants  returning  to  previous 
employment  certified  as  adversely  affected  by  imports. 
This  information  is  critical  in  determining  the  true 
impact  of  TAA.   When  examining  positive  outcomes, 
participants  recalled  to  former  employers  should  be 
distinguished  from  participants  with  the  more  positive 
outcome  of  obtaining  new  employment. 

Our  audit  examined  several  of  these  additional  performance 
areas  along  with  other  information  to  obtain  a  more  accurate 
image  of  program  results.   To  illustrate,  we  found  that 
43  percent  of  participants  who  completed  training  found 
suitable  or  potentially  suitable  employment  with  new 
employers,  while  30  percent  found  jobs  paying  less  than 
suitable  wages.   However,  only  26  percent  of  those 
participants  dropping  out  of  training  found  suitable  or 
potentially  suitable  employment  with  new  employers,  while 
32  percent  found  jobs  paying  less  than  suitable  wages  (see 
Part  II,  Section  C  "Was  There  Any  Relationship  Between 
Reemployment  and  Training  Completion?") . 

The  ETA  563  report  accximulates  basic  statistics  about  the 
number  of  participants  receiving  various  services,  and  basic 
cost  information.   However,  the  form  does  not  provide  ample 
performance  information  about  program  outcomes  to  measure  how 
successful  the  program  has  been  in  meeting  its  training  and 
reemployment  objectives. 

Information  Was  Inaccurate 

Data  collected  by  most  states  was  inaccurate  in  several  key 
areas.   OIG  found  little  or  no  control  over  the  collection 
and  reporting  of  the  data.   Consequently,  eight  of  nine 
states  in  our  sample  reported  erroneous  data,  eitheir  through 
mathematical  errors,  omissions  or  incorrect  interpretations 
of  what  should  be  recorded  on  the  form. 

The  internal  controls  for  gathering  and  summarizing  the 
statistics  for  the  ETA  563  report  were  weak.   To  illustrate, 
one  state  in  our  sample  was  unable  to  explain  how  it 
determined  the  number  of  participants  finding  employment  as 
reported  on  the  quarterly  ETA  563  report.   The  state 
unexpectedly  lost  its  TAA  coordinator  who  previously  obtained 
the  information  for  the  ETA  563  report.   Without  his 
knowledge,  the  current  TAA  staff  was  unable  to  fully  explain 
the  operations  because  few  internal  controls  or  operating 
procedures  were  written. 
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In  general,  the  central  office  in  each  state  provided  little 
supervision  and  gave  few  instructions  to  the  local  offices  as 
to  how  the  information  for  the  report  was  to  be  compiled.   In 
addition,  the  documentation  supporting  the  statistics  was 
usually  not  traceable  to  TAA  participants'  files.   For 
example,  in  one  state,  the  local  offices  telephoned  data  to 
the  central  office  to  be  summarized,  but  did  not  retain  the 
supporting  documentation  used  to  produce  the  information.   In 
another  state,  some  of  the  local  offices  did  not  submit  data 
to  the  central  office  for  at  least  the  four  quarters  covered 
by  our  audit  resulting  in  incomplete  state-wide  reports. 

VJe  found  instances  of  incomplete  and  erroneous  data  in 
several  important  cost  and  program  performance  areas.   For 
example,  the  report  in  one  state  was  only  half  complete,  with 
almost  half  of  the  reportable  data  items  left  blanJc  for 
several  quarters.   We  also  found  the  training  costs  were 
seriously  understated  because  the  state  did  not  include 
tuition  payments  as  training  costs.   Reporting  problems  in 
other  states  included  inconsistent  or  contradictory 
information,  and  failure  to  obtain  non-TAA  funded  training 
costs. 

The  number  of  participants  who  obtained  jobs,  and  the  number 
of  participants  who  obtained  jobs  after  TAA-approved  training 
are  key  program  performance  statistics.   However,  we  found 
this  information  was  usually  underreported  because  the  states 
had  no  system  for  following  up  to  determine  the  employment 
outcome  after  participants  left  the  program.   Some  local 
offices  attempted  to  contact  the  participants  to  determine 
their  employment  status,  while  other  local  offices  made 
little  or  no  effort  to  follow  up  with  participants. 

To  illustrate,  one  state  in  our  sample  reported  more  than 
3,500  participants  in  training  for  Fiscal  Year  1991,  but 
reported  only  48  participants  obtained  a  job,  and  only 
56  participants  obtained  a  job  after  training.   Our  sample 
for  the  same  period  showed  that  110  participants  found 
employment,  and  104  participants  found  a  job  after  training 
within  one  year  after  termination.   Thus,  our  results  show 
the  employment  outcomes  data  reported  by  the  state  to  be 
significantly  understated. 

The  number  of  beneficiaries  with  training-related  costs  was 
inaccurate  in  reports  for  several  states.   One  state  reported 
only  the  participants  for  the  current  quarter  with  such 
costs,  but  did  not  include  participants  entering  training  in 
previous  quarters  with  training  and  related  costs  (e.g. 
subsistence  or  transportation  costs) . 
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ETA^s  Controls  Over  Quarterly  Reports  Were  Inadequate 

In  addition  to  the  reporting  problem  at  the  state  level,  we 
found  that  ETA's  OTAA  had  insufficient  internal  controls  to 
ensure  the  information  reported  by  the  states  was  accurately 
input  in  the  national  data  base.  We  reconciled  the  ETA  563 
reports  submitted  by  the  states  to  the  data  base  of 
information  maintained  by  ETA.   Numerous  differences  were 
discovered.   Most  seemed  to  be  caused  by  data  input  errors, 
and  ETA'S  failure  to  include  information  from  amended  reports 
submitted  by  the  states. 

Based  on  the  above  findings,  in  our  opinion,  the  ETA  data 
derived  from  the  ETA  563  reports  is  inaccurate,  incomplete, 
and  therefore  could  not  be  relied  upon  to  effectively  manage 
or  evaluate  the  performance  of  the  TAA  program. 

There  Were  Weak  Controls  Over  Key  Program  Provisions 

We  found  that  weak  controls  over  key  program  provisions  appeared 
to  detract  from  the  program's  emphasis  on  training.   Three  areas 
of  concern  were:   granting  waivers  from  the  training  requirement; 
no  limits  on  training  costs;  and  the  life-time  entitlement  to  TAA- 
funded  training. 

Waivers  from  the  Training  Requirement 

The  1988  TAA  program  amendments  require  training  as  a 
prerequisite  for  receiving  TRA  payments,  unless  it  is 
determined  that  training  is  not  feasible  or  inappropriate. 
In  such  cases,  participants  were  granted  waivers  from 
training  and  allowed  to  receive  TRA  payments  while  the  waiver 
is  in  effect. 

Many  of  these  waivers  were  for  short  periods  of  time,  usually 
5  weeks  or  less,  while  others  were  for  much  longer  time 
periods.   Such  waivers  were  granted,  for  example,  when 
participants  were  expected  to  be  recalled  shortly  to  their 
former  employers,  when  training  was  scheduled  to  begin  beyond 
30  days,  or  when  participants  had  reasonable  expectations  of 
new  employment  in  the  near  future.   Thirty-one  percent  of  the 
participants  with  waivers  ultimately  entered  training. 

However,  we  also  found  numerous  cases  in  which  waivers  may 
have  been  granted  for  unreasonable  time  periods,  were 
counterproductive,  or  may  have  been  contrary  to  the  intent  of 
the  program.   Three  local  offices  in  one  state  granted 
waivers  to  participants  who  were  not  interested  in  training. 
These  waivers  allowed  participants  to  receive  TRA  payments, 
even  though  training  may  have  been  feasible  and  appropriate. 
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DOL's  policy  was  that  waivers  would  be  issued  on  a  limited 
basis.   Instead,  we  found  that  more  than  71  percent  of  the 
participants  we  sampled  were  granted  waivers  at  some  point  in 
time  allowing  them  to  draw  basic  TRA.   Many  of  these  waivers 
were  for  extended  periods  of  tine.   For  example, 
163  participants  in  our  sample  received  waivers  allowing  them 
to  receive  more  than  6  months  of  TRA  without  enrolling  in 
training. 

The  justification  for  many  of  these  waivers  appears 
questionable.   To  illustrate,  28  participants  initially 
obtained  waivers  because  the  training  they  wished  to  attend 
did  not  start  for  30  days.   However,  after  more  than 
25  weeks  they  still  had  not  enrolled  in  training.   We  also 
found  37  participants  who  received  waivers  because  they  had 
reasonable  expectations  for  employment.   Yet,  they  exhausted 
as  much  as  26  weeks  of  UC  and  more  than  25  weeks  of  TRA,  but 
remained  unemployed. 

One  state  suggested  that  TRA  payments  be  increased  to 
80  percent  of  the  participant's  former  wages,  and  that 
training  waivers  be  eliminated.   Only  participants  enrolled 
in  approved  TAA  training  should  be  entitled  to  TRA  payments. 
The  state  believed  this  approach  would  provide  a  strong 
incentive  for  participants  to  enroll  in  training. 

Waivers  were  granted  to  participants  so  frequently  in  one 
state  that  the  requirement  to  actually  enroll  in  training  as 
a  condition  for  receiving  TRA  payments  had  become  virtually 
meaningless.   To  illustrate,  during  one  orientation  session 
we  attended,  participants  were  asked  to  sign  a  blank  waiver 
form  without  having  been  individually  interviewed  to 
determine  whether  a  waiver  was  appropriate.   While  more  than 
80  percent  of  participants  in  our  sample  for  this  state 
received  TRA  payments,  less  than  20  percent  of  the 
participants  actually  enrolled  into  TAA  training. 

The  state  provided  three  reasons  for  the  high  number  of 
waivers  and  the  low  number  of  participants  attending 
training.   Program  officials  pointed  out  the  audit  sample 
included  (1)  a  large  number  of  workers  from  the  apparel 
industry  who  were  expected  to  be  recalled  to  their  former 
employers,  (2)  many  participants  who  were  older  workers,  and 
(3)  many  participants  who  simply  did  not  want  training.   We 
also  believe  that  having  participants  sign  blank  training 
waivers  in  advance,  even  occasionally,  may  be  a  contributing 
factor  in  the  number  of  waivers  issued. 

The  results  of  our  audit  indicate  that  training  has  made  a 
positive  difference  in  participants'  employment  outcomes. 
The  liberal  use  of  training  waivers  may  serve  as  a  disin- 
centive for  participants  to  receive  training  that  can  be  a 
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positive  factor  in  the  participant's  future  employment.   We 
realize  that  many  factors  have  an  impact  on  the  participant's 
ability  to  obtain  employment — several  of  which  are  uncontrol- 
lable, such  as  the  participant's  income  standard  at  the  time 
of  separation,  size  of  local  job  market,  strength  of  local 
economy,  and  the  entry  level  pay  scale  for  various  occupa- 
tions.  Based  on  our  review,  training  was  a  positive  factor 
as  well. 

For  the  participants  for  whom  we  were  able  to  determine 
employment  outcomes,  80  percent  of  the  participants  vho 
enrolled  in  training  found  new  employment/  while  20  percent 
were  unemployed  during  the  first  year  after  leaving  the  TAA 
program.   For  the  participants  vho  did  not  enroll  in 
training,  70  percent  obtained  new  employment,  while 
30  percent  were  unemployed. 

As  presently  implemented,  the  provisions  governing  training 
waivers  appear  to  be  a  disincentive  for  training,  and  may 
send  a  mixed  signal  about  the  priorities  of  the  TAA  program. 

Determining  the   'Reasonable  Cost'  of  TAA-Approved  Training 

The  1988  OTCA  amendments  made  training  an  entitlement;  but  at 
the  same  time,  added  the  element  of  "reasonability"  to  the 
criteria  for  approving  training.  The  amendments  required 
that  to  be  approved,  training  be  reasonably  available  at  a 
reasonable  cost.   With  an  annual  budget  of  $80  million 
including  training,  this  mandated  a  more  controlled 
management  of  TAA  funds  and  funding  from  other  sources  to 
provide  training  opportunities  to  the  maximum  number  of 
eligible  workers. 

However,  the  implementing  regulations  and  program  directives 
do  not  effectively  limit  or  guarantee  the  reasonableness  of 
the  amount  of  TAA  training  funds  that  may  be  spent  by  a  state 
to  train  a  participant.   The  average  amount  of  budgeted  TAA 
training  funds  was  about  $4,467  for  each  participant  in  our 
sample  who  attended  training.   However,  we  found  that  under 
existing  regulations,  states  may  approve  TAA-funded  training 
which  appears  to  be  excessive  in  cost  compared  to  what  is 
normally  provided  to  workers  covered  by  the  progreun. 

Upon  reviewing  a  judgmental  sample  of  ten  high-cost  training 
interventions,  we  found  that  training  costs  ranged  from 
$16,000  to  $27,617  per  participant  for  training  in  areas 
including  massage  therapy.  Bachelor  of  Fine  Arts  Degree  in 
Ceramics,  and  Masters  Degrees  in  Business  Administration  and 
Art  Education.  Moreover,  one  of  the  participants  in  this 
sample  was  previously  employed  for  only  one  year;  but 
received  2  years  of  training  funded  by  the  TAA  program  at  a 
cost  of  $17,962,  excluding  TRA  payments. 
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Finally,  we  noted  that  significant  portions  of  the  training 
costs  were  paid  by  the  TAA  program  for  two  participants  who 
dropped  out  of  training  early  in  their  programs.  This 
resulted  in  the  apparent  waste  of  over  $19,000  in  training 
costs  in  these  two  instances  alone. 

Although  5  of  the  10  participants  obtained  suitable 
employment  relating  to  the  training  received,  OIG  believes 
the  training  costs  exceeded  the  "reasonable  cost"  limitations 
implied  by  the  Act.  A  summary  of  the  ten  high-cost  training 
interventions  we  reviewed  is  provided  in  Appendix  2  of  this 
report. 

One  of  the  states  in  our  sample  suggested  that  ETA  set  some 
parameters  on  training  costs.   The  state  wrote  that  it  had 
denied  flight  training  for  an  occupation  as  a  crop  duster 
while  a  neighboring  state  approved  a  flight  training  program 
for  a  job  as  an  airline  pilot.   The  state  wrote  in  its 
response  that,  "If  States  continue  to  have  freedom  to 
determine  the  average  cost  of  training,  then  funds  will  be 
depleted  faster  and  less  training  funds  will  be  available  for 
others." 

Therefore,  the  intent  of  Section  236  of  the  Act,  that 
training  costs  should  be  reasonable,  is  apparently  not  being 

enforced. 

'Life-time'  Entitlement   to  TAA-funded  Training 

The  Act  is  interpreted  by  ETA  and  the  states  as  providing 
participants  a  life-time  entitlement  to  TAA-funded  training. 
Moreover,  if  a  participant  applies  for  training  within  the 
210-day  time  limit  provided  under  Section  233(b)  of  the  Act, 
he/she  is  also  entitled  to  receive  up  to  26  weeks  of 
additional  TRA  regardless  of  when  the  participant  actually 
enrolls  in  a  training  program. 

However,  in  many  of  the  states  reviewed,  participants  sign 
training  applications  which  are  not  completed  as  to  the  type 
of  training  desired,  institution,  cost  or  time  period  of  the 
training.  This  "application"  preserves  the  participant's 
right  to  return  to  the  TAA  program  any  time  to  enroll  in  and 
receive  additional  TRA  payments  while  attending  TAA-funded 
training.  We  noted  that  26  of  the  participants  in  our  sample 
enrolled  into  training  from  3  to  10  years  after  their  first 
qualifying  separation  from  adversely  affected  employment. 

At  least  one  state  suggested,  and  OIG  agrees,  that  ETA  should 
work  to  establish  a  time  limit  for  participants  to  receive 
TAA-funded  training. 
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OIG  believes  that  this  interpretation  of  the  Act  providing 
participants  a  life-time  entitlement  to  training  and 
additional  TRA  payments  is  not  consistent  with  the  intent  of 
the  Act  which  is  to  encourage  eligible  workers  to  enroll  into 
training  as  early  as  possible  to  assist  them  in  returning  to 
suitable  employment. 

Overall  Conclusion 

After  19  years  of  operation,  neither  ETA  nor  the  states  know 
whether  the  TAA  program  is  effective  in  assisting  workers  to 
return  to  suitable  employment  in  occupations  not  adversely 
affected  by  increased  imports.   The  lack  of  clearly  defined 
program  objectives,  the  lack  of  participant  followup  and  the  lack 
of  relevant  performance  measures  contributed  to  the  absence  of 
data  necessary  to  evaluate  the  program.   Based  on  our  review,  we 
concluded  that  the  TAA  program  fell  short  of  meeting  the  training 
and  reemployment  goals  implied  by  the  Act  for  a  substantial 
portion  of  participants  in  our  sample. 

Recommendations 

OIG  recoimnends  that  the  Assistant  Secretary  for  Employment  and 
Training  take  the  following  actions  to  strengthen  the  TAA  program: 

•  Formulate  well  defined  objectives  and  performance 
standards  for  states  to  strive  for  concerning  training 
and  reemployment  outcomes,  and  develop  relevant 
performance  measures  for  use  by  the  states  and  ETA  in 
evaluating  program  effectiveness; 

•  Implement  procedures  which  require  states  to  follow  up 
on  workers'  status  after  their  participation  in  the 
program  and  determine  the  quality  of  program  services 
provided  and  outcomes  achieved; 

•  Design  and  implement  a  management  information  System 
which  meets  the  needs  of  state  and  Federal  program 
managers  in  overseeing  program  operations  and  evaluating 
program  effectiveness;  and 

•  Strengthen  controls  over  the  granting  of  waivers  from 
the  training  requirement  and  define  parameters  for 
determining  the  reasonableness  of  training  costs  and 
impose  a  time  frame  for  entitlement  to  TAA-funded 
training. 
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£TA's  Response 

ETA'S  response  (Appendix  9)  provided  comments  to  specific  findings 
and  a  side-by-side  layout  of  pertinent  OIG  findings  and  related 
findings  contained  in  a  study  conducted  by  Mathematica  Policy 
Research,  Inc.,  released  in  April  1993. 

In  responding  to  OIG's  draft  report,  ETA  stated  the  80  percent 
reemployment  rate  will  compare  most  favorably  with  other  training 
programs.   In  examining  the  quality  of  new  jobs,  ETA  believes  it 
is  important  to  acknowledge  the  difficulty  in  making  the  trans- 
ition from  one  field  to  another.   The  workers'  wages  at  this  point 
may  reflect  years  of  seniority  and  advancement. 

ETA  welcomed  the  information  the  report  provided  on  how  the 
participants  rated  the  program.   ETA  believed  it  was  important  to 
know  how  TAA's  customers  viewed  the  program  and  was  pleased  to 
learn  the  program  had  an  above  average  rating,  although  improve- 
ments were  needed.   ETA  agreed  to  work  toward  making  those 
improvements. 

However,  ETA  disagreed  with  OIG's  use  of  the  definition  of 
"suitable  employment"  contained  in  Section  236(e),  which  incor- 
porates the  8  0  percent  wage  criteria  as  a  measure  for  determining 
whether  the  program  is  meeting  its  purpose.   ETA  believes  the 
definition  of  "suitable  employment"  at  Section  236(e)  applies  only 
to  determining  the  propriety  of  providing  training  and  should  not 
be  applied  in  determining  the  success  of  participant  outcomes. 
ETA  believes  the  focus  should  be  directed  toward  determining 
whether  TAA  provided  participants  with  training  or  other  benefits 
resulting  in  new  or  improved  skills  which  enabled  the  participants 
to  obtain  reemployment  within  a  reasonable  amount  of  time. 
Following  is  a  synopsis  of  ETA's  comments  with  respect  to  the 
individual  recommendations  detailed  above  (page  29) . 

•  Formulate  well  defined  objectives  and  performance  standards 

"We  agree  that  stated  program  objectives  and  measures  of 
performance  are  desirable.   Such  objectives  and  measures 
should  be  developed  in  conjunction  with  the  States  and  with 
input  from  the  people  we  are  charged  with  serving." 

•  Follow  up  to  determine  the  quality  of  services  provided  and 
outcomes  achieved 

"We  agree,  with  qualifications.   It  is  not  cost  effective  to 
follow  up  for  the  sake  of  follow  up  itself.   Subsequent  to 
agreement  on  definitive  TAA  goals  and  objectives,  the 
determination  can  be  made  as  to  what  follow  up  may  be 
needed." 
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Implement  a  management  information  system  which  meets 
management  oversight  and  prograun  evaluation  needs 

ETA  agreed  that  current  program  reporting  does  not  gather 
sufficient  information  about  TAA  program  training  and 
reemployment  outcomes  to  measure  program  performance. 
However,  ETA  contended  that  this  was  not  the  purpose  of  the 
reporting  system.  The  current  reporting  was  designed  to 
simply  gather  limited  intelligence  on  the  costs  of  program 
benefits  by  states  and  petitions  for  input  to  management. 
With  regard  to  underreporting  and  inaccuracies  in  the  current 
reports,  ETA  agreed  that  corrective  action  was  necessary. 

ETA  disagreed  with  our  finding  that  TAA  program  performance 
is  not  measured,  since  ETA  Regional  Offices  conducted  program 
reviews  in  1989  and  again  in  1991-1992. 

Strengthen  controls  over  waivers,  reasonableness  of  training 
costs  and  time  frame  for  entitlement  to  TAA-funded  training 

Waivers.   "...we  agree  that  attention  must  be  directed 
to  ensuring  the  statutory  requirements  for  participation 
in  training  are  carried  out  and  appropriate 
documentation  required  when  an  exceptic  "^o  such 
participation  is  granted. 

"Additional  guidance  to  the  states  in  approving  training 
and  granting  waivers  is  contained  in  regulations 
currently  being  proposed  that  provide  definitive 
guidance  on  the  application  of  the  term  'recall  that 
will  occur  in  the  reasonably  foreseeable  future'. 
Investing  TAA  funds  to  train  workers  where  it  is 
reasonably  certain  the  workers  will  return  to  their 
prior  employment  is  inappropriate  and  a  waste  of  scarce 
funds.   Also,  a  substantive  change  to  be  included  in  the 
regulations  will  limit  each  worker  to  a  single  training 
program  under  each  single  certification." 

Reasonableness  of  train! ag  costs.   "It  is  inappropriate 
to  establish  a  ceiling  on  training  and  related  costs  for 
individual  workers  since  such  costs  vary  significantly 
from  one  region  of  the  country  to  another  and  from  one 
worker  dislocation  to  another." 

Time  frame  for  training  entitlement,   "...the  statute 
does  not  place  time  restrictions  on  worker  enrollment  in 
training,  however,  we  are  exploring  with  DOL  legal  staff 
and  others  the  feasibility  of  restricting  the  open  ended 
training  entitlement." 
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OIG's  Conclusion 

ETA'S  response  to  the  draft  report  was  not  in  sufficient  detail  to 
resolve  the  findings  and  recommendations  as  required  by 
0MB  Circular  A-50  and  DLMS  8,  Chapter  500,  "Audit  Resolution  and 
Follow  up."  Therefore,  the  findings  remain  unresolved  pending 
ETA'S  corrective  action  plan. 
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PART  11 
PROGRAM  RESULTS 

One  of  the  major  objectives  of  this  audit  was  to  determine  what  ' 
happened  to  TAA  participants  after  program  termination. 

To  evaluate  TAA  program  results,  we  selected  a  judgmental  sample 
of  nine  states  which  received  50  percent  of  all  nationwide 
funding  for  TAA  training  and  TRA  benefits  during  Fiscal  Year  1990 
and  1991.  Within  each  state,  we  selected  a  random  sample  of 
participants  who  terminated  from  the  program  during  Fiscal 
Year  1991.   We  then  obtained  information  on  how  the  participant 
fared  during  the  year  following  termination  from  various  sources. 
We  examined  participants'  benefit  histories;  TAA/TRA  files; 
employers'  wage  reports;  ES/JTPA  placement  records;  participant 
confirmation  letters;  and,  where  necessary,  made  telephone  calls 
to  participants. 

• 

Through  analysis  of  this  information,  we  were  able  to  develop 
statistics  in  the  following  areas: 

Section  A,  Who  was  Served 

Section  B,  Reemployment 

Section  C,  Training  as  a  Vehicle  to  Reemployment 

Section  D,  Waivers  From  the  Training  Requirement 

Section  E,  Benefits  Paid 

Section  F,  Participants'  Views  About  the  Program 
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Section  A   -  Who  Was  Served 


Participants'  Demographiest   The  average  TAA  participant  in  our 
sample  was  43  years  old,  had  an  11th  grade  education,  worked  10.6 
years  with  the  adversely  affected  employer  and  made  an  average 
weekly  wage  of  $440  at  the  tine  of  first  separation  from  adversely 
affected  employment.   A  profile  of  the  average  participant  by 
gender  is  shown  in  the  following  chart. 


Trade  Adjustment  Assistance 
Who  Was  Served 


Prom* 


43  years  old 

11th  grade 
education 

10  years 
service 

Earned  $332 
■  Week 

56%  belonged 
to  uniona 


Pram* 


42  years  old 

12th  grade 
education 

12  years 
Service 

Earned  $565 
■  Week 

63%  belonged 
to  unions 


54% 


46% 


See  the  table  on  the  following  page  for  a  more  comprehensive 
profile  of  the  average  participant  in  our  sample  by  sex,  age  group, 
average  education  level,  average  years  of  service  with  the 
adversely  affected  employer  and  the  average  weekly  wage  at  the  tine 
of  first  separation. 
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Profile  of  TAA  Participants  in  Our  Sample 


Sex  and 

Age  Group 


Percent    Average     Average      Average 

of      Education    Years  of   Weekly  Wage 
Workers     Level      Service    at  Separation 


Under   3  0 

6 

12 

4 

30  thru  39 

15 

13 

9 

40  thru  49 

11 

12 

14 

50  thru  59 

10 

11 

18 

60  and  Over 

4 

11 

1£ 

396 
556 
610 
645 
530 


Subtotal 


46 


12 


12 


565 


Female 

Under   3  0 

6 

12 

4 

30  thru  39 

16 

12 

8 

4  0  thru  4  9 

16 

11 

10 

50  thru  59 

12 

10 

12 

60  and  Over 

4 

_a 

IS. 

314 
358 
327 
323 
306 


Subtotal 


54 


11 


10 


332 


All  Workers 

Under   30 

12 

12 

4 

30  thru  39 

31 

12 

8 

40  thru  49 

27 

11 

12 

50  thru  59 

22 

10 

15 

60  and  Over 

8 

10 

15. 

356 
455 
445 
471 
409 


Total 


100 


11 


11 


440 
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Affected  Influstries:   The  average  TAA  participant  in  our  sample  was 
covered  by  petitions  related  to  adversely  affected  employers  from 
the  following  industries: 


Percentage  of  Participants  Covered 
In  Our  Sample  by  Industry 


Average 

Percentage  of 

Workers 

Weekly 

Wage  at 

Industry 

Male 

Female 

Total 

Separation 

Auto 

16 

6 

22 

$  598 

Apparel 

4 

20 

24 

282 

Electronics 

7 

8 

15 

461 

Fabricated  Metals 

3 

2 

5 

600 

Footwear 

2 

3 

5 

274 

Textiles 

1 

2 

3 

289 

Steel 

2 

1 

3 

488 

Other  Manufacturing 

9 

10 

19 

450 

Oil,  Gas  &  Coal 

1 

1 

2 

617 

Other  Non- 

Manufacturing 

_l 

_l 

2 

446 

Total 

46 

54 

100 

$  440 
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Union  Affiliation:  Of  the  participants  in  our  sample  for  which  we 
could  determine  union  affiliation,  59  percent  worked  for  adversely 
affected  employers  that  had  some  type  of  union  affiliation  as 
follows: 


Average 

Percentage  of  Worker? 

Weekly 
Wage  at 

Union  Affiliation 

-  Male   Female   Total 

Separation 

Union  Affiliated 

29       30       59 

$  471 

Non-Union 

17       24        41 

401 

Total  46       54       100 
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Section  B  -  Peemployment 


Did  tbe  participants  find  new  jobs? 

In  tracking  participants'  outcomes,  we  were  able  to  determine 
employment  outcomes  for  94  percent  of  the  participants  in  our 
sample.   For  those  participants,  we  identified  their  best 
employment  outcome  within  one  year  after  program  termination,  their 
employment  status  at  the  end  of  one  year  after  program  termination, 
and  their  best  employment  outcome  up  to  the  tine  of  our  audit  as 
shown  below: 

Employment  Status  After  Program  Termination 


Status 


New  Employment: 

Suitable  Wages  ' 
Potentially 

Suitable 
Non-Suitable 


Best  Outcome 

Within  One  Year 

(Percent) 


32 


Status  at  the 

End  of  One  Year 

(Percent) 


25 


4 
23. 


5 
21 


Best  Outcome 
To  Date 
(Percent) 


36 

5 
21 


subtotal 


62 


51 


64 


Recalled  to 
Previous  Employer; 


Suitable  Wages 
Potentially 

Suitable 
Non-Suitable 

15 

1 

subtotal 

18 

Unemployed: 

Did  not  Find  a  Job 
Other 

10 
10 

subtotal 

2S. 

Total  of  All 
Known  Employment 
Outcomes  .... 

100 

10 

1 
_1 

12 


20 
17 

21 


LOO 


17 

1 
-2 

20 


7 
9 

1£ 


100 


'  OIG  used  the  80  percent  wage  criterion  to  determine  if 
participants  found  employment  paying  suitable  wages  compared  with 
their  former  adversely  affected  employment. 
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Overall,  we  found  that  80  percent  of  the  participants  found  some 
type  of  employment  during  the  first  year  after  program  termination. 
However,  only  63  percent  of  the  participants  were  still  employed 
exactly  one  year  after  program  termination.   Thus,  17  percent  of 
the  participants  who  found  jobs  during  the  first  year  after  program 
termination  were  again  unemployed  as  of  the  end  of  the  first  year. 
Extending  our  period  of  participant  followup  beyond  the  first  year 
showed  that  an  additional  4  percent  of  participants  found  jobs 
after  the  first  year. 

A  more  detailed  analysis  of  the  best  outcomes  within  the  first  year 
after  program  termination  showed  that  only  36  percent  found 
employment  with  new  employers  that  paid  or  had  the  potential  to  pay 
suitable  wages  (80  percent  or  more  of  their  former  wage  rate) .   For 
the  remaining  participants,  26  percent  found  employment  with  new 
employers  that  paid  less  than  suitable  wages  and  18  percent  were 
recalled  to  work  by  their  previous  employers.   The  remaining 
2  0  percent  had  not  found  employment  during  the  first  year  after 
program  termination. 


Participants'  Best  Employment  Outcome 
Within  the  First  Year  After  Program  Termination 

Suitable  Wage 

^—Z~^^^  ^^a^^      R«nflii«ri 

Non-Su'rtable  Wage  \ 

^^^^^^ 

Unemployed 

Su)t«bt«  Wag*  IndudM  both  tulubl*  and  potantlany  •ultabl*  wagM. 

For  an  analysis  of  employment  outcomes  by  sex,  age,  education 
level,  industry,  union  affiliation,  state,  training  category  see 
Appendices  3  through  8. 
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What  Were  the  Average  Weekly  Wages  of  the  New  Jobs? 


The  workers'  overall  average  weekly  wages  in  the  best  employment 
obtained  during  the  first  year  after  program  termination  were 
$367.   This  was  about  83  percent  of  the  workers'  overall  average 
weekly  wages  at  the  time  of  first  separation  from  adversely 
affected  employment  which  were  $440. 

The  participants'  median  average  weekly  wages  during  subsequent 
employment  were  $320.   This  was  about  75  percent  of  the  median 
average  weekly  wages  at  the  time  of  first  separation  from 
adversely  affected  employment  of  $425.   (The  median  average 
weekly  wage  is  the  wage  at  which  half  the  participants  made  more 
than  that  amount  and  half  the  participants  made  less  than  that 
amount.) 

For  the  participants  who  found  jobs,  the  percentage  of  adversely 
affected  wages  earned  by  each  participant  during  the  first  year 
after  program  termination  are  shown  in  the  following  table: 


Percentage  of  Participants 


Finding 

Recalled  to 

Percent  of 

New 

Adversely  Affected 

Former 

Waqes 
120% 

Employment 
17 

Employer 

Total 

Over 

37 

22 

110  - 

119% 

6 

13 

7 

100  - 

109% 

9 

14 

10 

90  - 

99% 

9 

9 

9 

80  - 

89% 

Ifl 

10 

IS. 

Subtotal 

— 

Suitabl 

e  Wages 

51 

83 

58 

70  - 

79% 

10 

7 

10 

60  - 

69% 

9 

6 

8 

50  - 

59% 

10 

2 

8 

40  - 

49% 

9 

2 

7 

30  - 

39% 

4 

- 

4 

20  - 

29% 

5 

— 

4 

10  - 

19% 

2 

— 

1 

0  - 

9% 

— ^ 

— ^ 

— ^ 

Subtotal 

-  Less 

Than 

Suitabl 

e  Wages 

49 

17 

42 

Total 


100 


LOO 


100 
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To  further  analyze  the  suitability  of  employr:ent,  we  stratified 
participant  earnings  at  the  time  of  first  separation  from 
adversely  affected  employment  by  wage  groups  and  compared  them  to 
the  best  wages  earned  by  participants  during  the  first  year  after 
program  termination.   We  used  the  best  job  obtained  during  the 
first  year  to  have  a  uniform  period  of  time  for  tracking 
employment  results. 

As  shown  in  the  following  table,  72  percent  of  the  participants 
making  less  than  $400  at  the  time  of  first  separation 
subsequently  found  jobs  paying  a  suitable  wage.   On  the  other 
hand,  only  46  percent  of  participants  making  $400  or  more  at  the 
time  of  first  separation  subsequently  found  jobs  paying  suitable 
wages  (see  following  page  for  a  graphical  representation) . 


Percentage  of  Separation  Wage 
Earned  in  Best  Employment 
During  First  Year  After 
Program  Termination 


Percentage 

Suitable 

Non-Suitable 

Separation 

of 

Employment 

Employment 

Wage 

Workers 
30 

80% 

&  Over 
85 

,  Under 
15 

80% 

$   0-299 

$300-399 

20 

SA 

M 

Subtotal 

50 

72 

28 

-   ( 

$400-499 

18 

47 

53 

$500-599 

14 

46 

54 

$600-699 

8 

56 

44 

$700-799 

3 

40 

60 

$800+ 

7 

12 

68 

Subtotal 


50 


M 


54   -   (2) 


Totals 


100 


59 


41   -*  (3) 


Note:  (1)   -   includes  5.4  percent  with  potentially  suitable 
wages. 

(2)  -   includes  8.3  percent  with  potentially  suitable 

wages. 

(3)  -  includes  6.8  percent  with  potentially  suitable 

wages. 
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Percentage  of  Participants  Who  Found  Suitable  Employment 
Sorted  by  Wage  Groups  at  Time  of  Rrst  Separation 


40% 


60% 


100% 


Percent  of  Wage  Group  Rndlng  Suitable  Employment 
WKhIn  the  Rrst  Year  After  Program  Termination 
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What  Types  of  Jobs  Did  They  Obtain? 

Of  the  participants  recalled  or  finding  new  employment, 
47  percent  found  factory-related  jobs  and  36  percent  found  non- 
factory-related  jobs.   We  were  unable  to  determine  specific  job 
titles  for  the  remaining  17  percent. 

Of  those  for  which  we  had  specific  information  on  job  titles, 
39  percent  held  the  same  type  of  job  as  they  held  with  the 
adversely  affected  employer. 

The  types  of  jobs  found  by  those  participants  finding  factory- 
related  employment  were  as  follows: 

Percentage    Same  Job  Type 
of  From  Which 

Type  of  Job        Participants     Separated 

Assembly  12  8 

Laborer  12  5 

Machine  Operator  20  17 

Packer  1 

Other  22.  _S 

Subtotal  52  2S. 

The  types  of  jobs  found  by  those  participants  finding  non- 
factory-related  employment  were  as  follows: 


Tvpe  of  Job 

Percentage 

of 

Particioants 

Same  Job  Type 
From  Which 
Separated 

Food  Service 

Office 

Personal  Service 

Sales 

Warehouse 

Other 

2 
12 
4 
2 
1 
21 

2 
1 

Total  4i  _4 

Total  Factory  and 

Non-Factory-Related  100  39 
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How  Long  Did  The  Participants  Keep  Their  New  Jobs? 

During  the  first  year  after  program  termination,  80  percent  of 
the  participants  found  subsequent  employment.   The  average  length 
of  this  employment  during  the  first  year  after  program 
termination  was  8  months.   Of  those  finding  employment, 
22  percent  were  recalled  to  work  by  their  previous  employer  and 
78  percent  found  new  jobs.   A  further  breakout  of  employment  by 
time  period  is  shown  in  the  following  table. 


Length  of  Best  Employment 
Within  One  Year  After  Program  Termination 


Number  of 
Months 


Participants 
Recalled  to 
Previous 
Employment 
(Percent) 


Participants 

Finding  Jobs 

With  New 

Employers 

(Percent) 


Total 

All 

Workers 

(Percent) 


0-3 

4-6 

7-9 

10  -  12 


4 

4 
4 

10 


17 
12 
15 
34 


21 
16 
19 
44 


Total 


21 


78 


100 
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Extending  our  period  of  participant  followup  beyond  the  first 
year  showed  84  percent  had  found  employment,  an  additional  4 
percent  over  those  finding  employment  within  the  first  year  after 
program  termination.   Of  these,  23  percent  were  recalled  to  work 
by  their  previous  employer  and  77  percent  found  new  jobs.   The 
average  length  of  this  employment  at  the  time  of  our  audit  was 
14  months.  A  further  breakout  of  this  employment  by  time  period 
is  shown  in  the  following  table. 


Length  of  Best  Employment  to  Date 


Number  of 
Months 

Participants 
Recalled  to 
Previous 
Emplovment 
(Percent) 

Participants 
Finding  Jobs 
With  New 
Employers 
(Percent) 

Total 

All 

Workers 

(Percent) 

0-3 

4-6 

7-9 

10  -  12 

1 
4 
4 

2 

11 
8 
9 

12 
12 
13 
10 

Subtotal 

11 

36 

47 

13  -  15 
16  -  18 
19  -  21 
22  -  24 

1 
2 

4 
-2 

8 

9 

11 

9 
11 
15 

8 

Subtotal 

9 

34 

43 

25  -  27 
28  -  30 
Over  30 

1 

1 

_1 

4 
2 

_1 

5 

3 

-2 

Subtotal 

3 

7 

10 

Total 

23 

77 

100 
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Section  C  -  Training  as  a  Vehicle   to  Reemployment 

What  Percentage  of  Participants  Received  Training? 

Fifty-one  percent  of  the  participants  in  our  sample  were  enrolled 
in  training.   The  remaining  49  percent  were  not  enrolled  in 
training  because  they  either  received  a  training  waiver  or  they 
were  enrolled  prior  to  November  21,  1988.   Prior  to  November  21, 
1988,  a  worker  was  not  required  to  participate  in  training  as  a 
condition  to  receive  basic  TRA  payments. 

State-by-state  the  percentage  of  participants  enrolling  in 
training  varied  significantly  as  shown  in  the  following  graph: 


Percentage  of  Participants  Enrolled 
in  TAA-Approved  Training 


llMjn>I«H«I>        O*      fl   I  III  m 


state 


Percent 


State 


Percent 


Alabama 

40 

New  Jersey 

18 

Colorado 

91 

New  York 

57 

Georgia 

92 

Ohio 

52 

Illinois 

70 

Pennsylvania 

43 

Missouri 

78 
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Eow  Timely  Were  the  Participants  Enrolled  Into  Training? 

To  be  eligible  for  TRA  payments  for  up  to  26  additional  weeks,  an 
individual  must  make  a  bona  fide  application  for  such  training: 

(i)   Within  210  days  after  the  date  of  the  first 

certification  under  which  the  individual  was  covered; 
or 

(ii)  If  later,  within  210  days  after  the  date  of  the 
individual's  most  recent  qualifying  separation. 

In  addition,  there  are  no  time  limitations  on  approval, 
enrollment  and  participation  in  TAA-approved  training. 

Of  the  participants  who  enrolled  in  training,  the  average  time 
lag  from  the  date  the  claimant  was  potentially  eligible  for  TAA 
training  and  the  date  the  participant  was  scheduled  to  begin 
training  was  269  days.   This  was  determined  by  the  number  of  days 
from  the  date  the  petition  was  certified  or  the  date  of  first 
qualifying  separation  from  adversely  affected  employment, 
whichever  came  later,  to  the  date  training  was  scheduled  to 
begin.   In  many  instances,  a  significant  period  of  time  (on 
average  108  days)  had  passed  between  first  qualifying  separation 
and  the  date  of  certification  of  the  petition  (based  on  those 
participants  for  which  information  was  available) . 

The  average  118-day  lag  from  the  date  participants  applied  for 
training  and  the  date  training  was  scheduled  to  begin  shows  that 
participants  applied  for  training  long  before  training  began. 
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Did  Training  Make  a  Difference  In  Assisting  Participants  Obtain 

Suitable  Employment? 

We  were  able  to  determine  employment  outcomes  for  95  percent  of 
the  participants  in  our  sample  who  were  enrolled  in  training.   Of 
these,  83  percent  found  some  type  of  subsequent  employment  during 
the  first  year  after  program  termination  and  17  percent  were 

unemployed. 

Of  the  participants  in  our  sample  who  were  not  enrolled  in 
training,  we  were  able  to  determine  employment  outcomes  for 
94  percent.   Of  these,  76  percent  found  some  type  of  subsequent 
employment  during  the  first  year  after  program  termination  and 
24  percent  were  unemployed. 

Of  the  participants  receiving  training,  36  percent  found 
employment  with  other  employers  that  paid  or  had  the  potential  to 
pay  suitable  wages.   The  same  percentage  of  the  participants  not 
enrolled  in  training  found  employment  with  other  employers  that 
paid  or  had  the  potential  to  pay  suitable  wages  as  shown  in  the 
following  chart. 


Participants'  Employment  Outcomes 

Within  the  First  Year  After  Program  Termination 

For  Those  in  Training  Versus  Those  Not  in  Training 


Enrolled  In  Training 


Not  Enrolled  In  Training 


UiMniplayad 


Un*mptoy»d 


NwvSiiUbl* 


SuK&bt«  wage  Includes  both  tuttabU  and  potentially  tuttabia  wagaa. 
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The  same  percentage  of  participants  who  received  training  and  who 
did  not  receive  training  found  employment  with  new  employers  that 
paid  a  suitable  or  potentially  suitable  wage.   However,  a 
slightly  higher  percentage  of  participants  who  received  training 
found  employment  (either  suitable  or  non-suitable)  as  shown  in 
the  following  table: 


Emplovment 


Participants  Finding  Employment 


Enrolled' 

in  Training 

(percent) 


Not  Enrolled' 

in  Training 

(percent) 


Kew  Employer: 

Suitable  Wages  31 

Potentially  Suitable  5 

Non-Suitable  li 


33 

3 
20 


Subtotal 


67 


56 


Pecalled: 


Suitable  Wages  13 

Potentially  Suitable       1 
Non-Suitable  _2. 


17 

1 
_2 


Subtotal 


16 


20 


Unemployed: 

No  Job 
Other 


8 
9 


13 
11 


Subtotal 


12 


21 


Total 


LOO 


LOO 


'  Excluding  recalls,  80  percent  of  participants  who  enrolled 
in  training  found  new  employment,  while  20  percent  remained 

unemployed. 

'  Excluding  recalls,  17  percent  of  participants  who  did  not 
enroll  in  training  found  new  employment,  while  30  percent  remained 


unemployed. 
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Wbat  Percentage  of  Participants  Found  Employment  That  Was  Related 
To  The  Training  Received? 

Of  the  participants  in  training  for  whom  we  were  able  to 
determine  employment  outcomes,  29  percent  found  employment  in  an 
area  related  to  the  training  received  within  one  year  after 
program  termination.   Another  38  percent  of  the  participants 
found  employment  in  an  area  not  related  to  the  training  received 
and  17  percent  did  not  find  employment.   For  the  remaining  16 
percent  we  were  unable  to  determine  whether  the  job  obtained  was 
or  was  not  related  to  the  training  received. 

For  those  participants  for  whom  we  were  able  to  determine  if 
employment  was  related  to  training,  35  percent  found  training- 
related  employment.   Twenty  Four  (24)  percent  found  training- 
related  employment  with  new  employers  that  was  considered 
suitable  or  potentially  suitable,  10  percent  found  training- 
related  employment  that  was  considered  non-suitable  and  1  percent 
were  recalled  to  training-related  employment  with  their  adversely 
affected  employer  as  shown  in  the  following  table. 

Relationship  of  Employment 
to  Training  Received 


Employment  Status 

Related 
(percent) 

Not 

Related 

(percent) 

Total 

New  Employer: 

(percent) 

Suitable  Wages 
Potentially  Suitable 
Non-Suitable 

19 
5 

10 

11 

1 
17 

30 

6 

21 

Subtotal 

34 

29 

63 

Recalled: 

Suitable  Wages 
Potentially  Suitable 
Non-Suitable 

1 

13 
2 

14 
2 

_1 

Subtotal 

1 

16 

17 

Unemployed: 

No  Job 
Other 

: 

9 

11 

9 
11 

Subtotal     '  _r         22  22 

Total  35  65         100 
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Approximately  83  percent  of  the  participants  who  found  training- 
related  employment  completed  their  training  programs. 
Conversely,  49  percent  of  the  participants  who  did  not  find 
training-related  employment  completed  their  training  programs. 


Participants  Who  Found  Employment 
Related  to  the  Training  Received 


Not  fValnlng  Related  (45%) 

SultaN*  Non-Suft»l3l«  W»a» 


R*e«ll*d 


R*call*d 


Training  Relatsd  (35%) 


Sultabi* 


Non-SulUbl*  W«e« 


Unemployed  (20%) 
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What  Percentage  of  Participants  Completed  Their  Training? 

Of  the  participants  enrolled  in  TAA-approved  training,  we  were 
able  to  determine  whether  96  percent  of  the  participants 
completed  their  training  programs.   We  found  that  60  percent 
completed  their  training  and  40  percent  dropped  out. 

A  summary  of  the  reasons  why  participants  dropped  out  of  training 
prior  to  completion  was  as  follows: 


Participants  In  TAA-Approved  Training 


Training  Results  Reason  for  Termination 


ftocanad 

.      ^  ^.  (17)%        Rctocitad 

_  .      Found  Job  ^-maMMmAry,^  it\M. 

Tarmlnatad  C3)%         .di^^S2imm<^9!»^     "' 


TRA  Ejitiauatad 

Conipl«.a--- --  *'*'*       ^^^  Oth«R«Mnt 

^  P)«  P1)» 


Reasons  for 

Termination 

Percent 

Found  Job 

23 

Recalled 

17 

TRA  Exhausted 

12 

Failed 

3 

Relocated 

1 

No  Reason 

13 

Other  Reasons 

31 

Total  100 
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Was  There  Any  Relationship  Between  Reemployment  and  Training 
Completion? 

V7e  were  able  to  determine  employment  outcomes  for  95  percent  of 
the  participants  in  our  sample  who  enrolled  into  training. 

As  shown  in  the  table  below,  43  percent  of  those  who  completed 
training  found  suitable  or  potentially  suitable  employment  with 
new  employers;  whereas  only  26  percent  of  those  dropping  out  of 
training  found  suitable  or  potentially  suitable  employment  with 
new  employers. 


Training  Status 


Employment 
Outcome 

Completed 
(percent) 

Dropped  Out 

New  Employer: 

(percent) 

Suitable  Wages 
Potentially  Suitable 
Non-Suitable 

37 

6 

10 

23 

3 

11 

Subtotal 

73 

58 

Recalled; 

Suitable  Wages 
Potentially  Suitable 
Non-Suitable 

9 

1 
_1 

19 
3 

_2 

Subtotal 

11 

24 

Unemployed: 

No  Job 
Other 

8 

7 
11 

Subtotal 


16 


18 


Totals 


100 


100 
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Best  Employment  Outcomes  Within  the 

First  Year  After  Program  Termination  for  Participants  that 

Completed  Training  Versus  Those  Who  Dropped  Out  of  Training 


Suiubl* 


Non-SuKabI* 


RacalM- 


Un«mpioy«d  - 


1 1 — 

10%  20% 


50% 


What  Type  of  Institutions  Provided  Training? 

Most  participants  attended  training  provided  by  Vocational 
Education  or  Technical  Schools  as  shown  in  the  following  table: 


Type  of 

Institution 


Percentage 
of  Workers 


Voc.  Ed.  /  Technical  School 
Proprietary  School 
Junior  /  Community  College 
College  /  University 
Other 


48 

9 

28 

7 


Total 


100 
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Vhat  Type  Of  Traioing  Did  Participants  Receive? 

VJe  classified  participant  training  into  six  major  categories  as 
shown  in  the  following  table: 


Type  of  Training  Received 


Other 
(19)% 


Business 
(18)% 


Computers 
(14)% 


Basic  Skills 
(6)% 


HeaWSodal  Seivlces 
(14)% 


Training  Category 


Percent  of 
Participants 


Business 

Basic  Skills 

Computers 

Health/Social  Services 

Trades 

Other 


18 
6 
14 
14 
29 
-11 


Total 


100 
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What  Training  Categories  Resulted  in  Suitable  Employment? 

Based  on  our  analysis  the  training  category  "Health  /  Social 
Services"  resulted  in  the  highest  percentage  of  suitable  jobs 
while  the  training  category  "trades"  resulted  in  the  lowest 
percentage  of  suitable  jobs. 


Participants  Finding  Eroployment 


Suitable  or 

Training 
Category 

Potentially 
Suitable 
(percent) 

Non 
Suitable 
(percent) 

,  Recall 
(percent) 

Unemployed 
(percent) 

Business 

45 

27 

13 

15 

Basic  Skills 

32 

27 

41 

32 

Computers 

Health/Social 

Trades 

38 
49 
22 

31 
24 

31 

31 
10 
24 

23 
17 
23 

Other 

32 

22 

2A 

21 

Total 


34 


29 


16 


21 
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Vhat  Were  the  Most  Popular  Training  Courses  and  Wliicb  Were  the 
Host  Successful  in  Helping  Participants  Find  Suitable  Employment? 

Listed  below  are  the  15  most  popular  training  courses  for  the 
participants  included  in  our  sample.   Training  courses  in  the 
Health  and  Social  Services  category  were  the  most  successful  in 
helping  participants  find  suitable  employment. 


Participants  Finding  Employment 


Training 

Suitable  or 

Category 

Potentially 

Non 

and  Class 

Suitable 

Suitable 

Recall 

Unemployed 

(percent) 

(percent) 

(percent) 

(percent) 

Business; 

-  Accounting 

34 

36 

22 

8 

-  General  Business 

42 

31 

4 

23 

Basic  Skills: 

-  GED/Remedial 

Education 

46 

13 

18 

22 

-  English  as  a 

Second  Language 

38 

31 

- 

31 

Computers: 


-  Information 

Processing 

-  Computer 

Operations 


39 
27 


21 
54 


12 

4 


28 
15 


Health/Soc.  Services: 


-  Nursing 

-  Medical  Asst. 

-  Nurses  Aide 


67 
61 
39 


12 
29 
31 


12 


9 
10 
30 


Trades: 


-  Air  Cond.,  Heating 


and  Refrigeration 

27 

34 

21 

18 

-  Auto  Body  Repair 

21 

11 

46 

22 

-  Bldg.  Construction 

- 

54 

29 

17 

-  Electronics 

16 

7 

55 

22 

-  yielding 

19 

33 

33 

15 

Other: 

-  Cosmetology 

32 

38 

15 

15 
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What  Was  the  Average  Scheduled  Length  of  Training? 

The  average  scheduled  length  of  participant  training  was 
58  weeks,  or  14.5  months  (based  on  those  participants  for  whom 
scheduled  length  of  training  information  was  available) .   A 
breakout  of  the  14.5  month  average  into  various  strata  is  shown 
in  the  following  table: 


Scheduled  Length 

Percent 

of  Training 

of 

fmonths^ 

Workers 

0-6 

27 

7  -12 

30 

13  -18 

12 

19  -24 

29 

25  -30 

2 

Total 


100 


What  Type  of  Degrees  Were  Scheduled  to  be  Received? 

Most  participants  were  scheduled  to  receive  a  training 
certificate  upon  program  completion.   However,  some  participants 
were  scheduled  to  receive  more  advanced  degrees  as  follows: 


Type  of  Degrees 


Percentage 
of  Workers 


Certificate 
Associates  Degree 
Bachelors  Degree 
Masters  Degree 


77 
21 

1 
1 


Total 


100 
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Wljat  Was  the  Average  Cost  of  Training? 


The  average  cost  of  TAA-approved  training  from  all  funding 
sources  was  $3,369  (based  on  those  participants  for  whom  training 
cost  information  was  available) .   The  average  cost  to  the  TAA 
program  was  $3,308. 

The  average  cost  of  training  broken  out  by  the  type  of  category 
of  training  provided  was  as  follows: 


Average  Cost  of  Training 


Type  of 
Training  Provided 

Business 

Basic  Skills 

Computer 

Health/Soc.  Service 

Trades 

Other 


Percentage 

All 

Funding 

Funding  Limited 

of  Workers 

Sources 

To  TAA 

18 

$ 

3823 

$  3558 

6 

1664 

1557 

14 

3390 

3432 

14 

3060 

2989 

29 

3655 

3513 

19 

3010 

3173 

Total 


100 


3369 


3308 


The  average  cost  of  training  broken  out  by  the  type  of  training 
institution  providing  the  training  was  as  follows: 


Average  Cost  of  Training 


Type  of 
Training  Institution 

Vocational  Education 
Proprietary 
Junior/Comm.  College 
College/University 
Other 


Percentage  All  Funding 
of  Workers    Sources 


48 

9 

28 

7 

_a 


2972 
4351 
2736 
6763 
402? 


Funding  Limited 
To  TAA 

$  2859 
4105 
2663 
6602 
494$ 


Total 


100 


3369 


3308 
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A  breakout  of  the  overall  average  cost  of  training  by  dollar 
ranges  is  shown  in  the  following  table: 

Percentage  of  Participants 


All 

Funding 

TAA  Only 

Cost  of 

Training 
-  $   999 

Sources 
17 

Funding 

$0 

20 

$1,000 

-  $1,999 

20 

18 

$2,000 

-  $2,999 

20 

20 

$3,000 

-  $3,999 

15 

14 

$4,000 

-  $4,999 

11 

11 

$5,000 

-  $5,999 

4 

3 

$6,000 

-  $6,999 

3 

3 

$7,000 

-  $7,999 

2 

2 

$8,000 

-  $8,999 

3 

3 

$9,000 

-  $9,999 

2 

2 

Over 

$10,000 

. 

3 

4 

Total  100  100 
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Section  D  -  Waivers  From  the  Training  Requirement 

Why  Did  Participants  Receive  Waivers? 

Seventy-one  percent  of  the  participants  in  oxir  sample  received  a 
vaiver  from  the  training  requirement;   In  3  percent  of  these 
cases,  we  were  unable  to  determine  the  reason  for  the  issuance  of 
the  waivers.   For  the  remaining  participants,  59  percent  were 
Issued  waivers  because  training  was  not  feasible  and  41  percent 
were  issued  waivers  because  training  was  not  appropriate. 

After  receiving  an  initial  waiver,  31  percent  of  the  participants 
subsequently  decided  to  enroll  into  training.   A  more  detailed 
breakdown  of  the  reasons  why  waivers  were  issued  is  as  follows: 

Percent  of 
Category 
Percent   That  Later 
Receiving   Enrolled 
Reason  Waiver  Issued Waiver    in  Training 


Training  was  not  Feasible: 

-  Beginning  date  of  training  was  beyond 

3  0  days. 

-  Training  was  not  reasonably  available 

to  the  worker. 

-  Training  was  not  available  at  a 

reasonable  cost. 

-  Funds  were  not  available  to  pay  the 

total  costs  of  the  training. 

-  Other 

-  Subtotal  not  feasible 


22 


25 


12 

-52 


11 

8 


6 
_25 


Training  was  not  Appropriate; 

-  The  firm  from  which  the  worker  was 

separated  plans  to  recall  the 
individual  within  the  reasonably 
foreseeable  future. 

-  The  duration  of  "suitable"  training 

exceeds  the  maximum  entitlement  to 
Basic  and  Additional  TRA. 

-  The  worker  possesses  skills  for 

suitable  employment  and  there  is 
reasonable  expectation  of  employment 
in  the  foreseeable  future. 

-  Other 

-  Subtotal  not  appropriate 


2 
4 


-  Total  waivers 


100 


31 
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Mlere   Training  Waivers  Adecpiately  Documented? 

When  a  state  determined  that  training  was  not  appropriate  for  a 
vorker  because  specific  criteria  had  not  been  met,  a  training 
waiver  should  have  been  issued.   The  waiver  preserves  the 
worker's  eligibility  for  basic  TRA  payments  after  all  available 
unemployment  compensation  has  been  exhausted.   During  the  audit, 
we  were  unable  to  locate  waiver  forms  for  4  percent  of  the 
participants  who  were  not  enrolled  in  training.   As  a  result,  we 
were  unable  to  determine  why  these  participants  received  a  waiver 
from  the  training  requirement. 

VThere  waiver  forms  were  available,  we  were  unable  to  verify  how 
TAA  staff  applied  the  waiver  criteria  or  concluded  that  a  waiver 
should  have  been  issued  for  58  percent  of  the  participants 
reviewed.   This  occurred  because  the  waiver  form,  in  most  states, 
listed  only  the  various  reasons  for  a  waiver  and  the  TAA  staff 
checked  the  appropriate  box.   For  example,  if  the  reason  a  waiver 
was  issued  was  that  training  would  not  start  for  30  days,  we 
expected  to  find  evidence  that  a  specific  training  course  and 
schedule  had  been  identified  to  support  the  checking  of  that  box 
on  the  waiver  form.   The  file,  however,  contained  no  such 
evidence.   As  a  result,  we  were  unable  to  determine  whether  the 
basis  for  the  waivers  were  valid. 

Were  Training  Waivers  Periodically  Reviewed? 

Waivers  are  required  to  be  reviewed  on  a  periodic  basis  after 
issuance  to  ensure  the  reasons  for  the  waiver  are  still  valid. 
In  most  cases,  the  review  period  is  every  30  days  but  can  range 
as  high  as  every  60  days  depending  on  the  state.   Our  analysis  of 
the  review  process  disclosed  that  58  percent  of  the  waivers  were 
not  reviewed  on  a  periodic  basis  as  required. 
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Section  E  -  Benefit  Payments 


Wbat  Were  the  Costs  of  Benefits  Paid  to  Participants? 

An  analysis  of  TRA  and  UI  benefits  paid  to  recipients  in  our 
sample  from  the  time  of  separation  to  one  year  after  program 
termination  was  made  to  determine  the  average  number  of  weeks  and 
amount  of  payments  received.   We  found  that  over  $2,300  more  of 
UI  and  TRA  benefits  were  paid  to  participants  who  took  advantage 
of  TAA-approved  training  as  opposed  to  those  who  did  not.   Only 
claimants  in  training  received  up  to  26  weeks  of  additional  TRA. 
The  results  were  as  follows: 


Type  of  Benefit 
Received  Training: 


Average 
Number  of 
Weekly 

Payments 


Average 

Amount  of 

Weekly 

Payments 


Average 
Amount 
Paid  Each 
Worker 


UI 

EB/EUC 

TRA  basic 

TRA  additional 

Other 


41 

2 
21 

9 

0.4 


$  178 

20 

170 

92 

9 


7,168 
321 
3,847 
1,719 
22 


Subtotal 


$  13,134 


Did  Kot  Receive  Training: 


UI 

42 

$ 

171 

$ 

6,959 

EB/EUC 

6 

57 

941 

TRA  basic 

17 

164 

2,757 

TRA  additional 

- 

— 

- 

Other 

0.6 

22 

118 

Subtotal 

$ 

10,775 

All  Workers: 


UI 

41 

$  174 

$ 

7,065 

EB/EUC 

4 

38 

627 

TRA  basic 

19 

167 

3,310 

TRA  additional- 

5 

47 

873 

Other 

0.5 

15 

98 

Total 


$  11.973 
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Section  F  -  Participants'  Views  About  the  Program 

As  part  of  our  audit,  we  sent  questionnaires  to  all  participants 
selected  as  part  of  our  initial  s£unple  to  obtain  information  on 
how  well  the  TAA  program  benefitted  them  or  assisted  them  in 
gaining  employment.   There  were  a  total  of  1,350  participants 
included  in  this  sample.   Forty-three  percent  (576)  of  the 
participants  responded  to  our  questionnaire  either  in  writing  or 
by  phone.   In  most  instances,  the  participants  did  not  respond  to 
each  and  every  question.   Thus,  the  following  results  relate  to 
the  participants  who  responded  to  each  question  and  not  the 
overall  sample  of  1,350  participants.   The  areas  included  in  the 
questionnaire  were:   training,  services  provided  and  how 
beneficial  the  overall  program  was  to  the  participant. 

Did  Participants'  Feel  that  TAA  Training  Helped  Them  to  Find  a 
Job? 

When  asked  whether  training  helped  them  find  a  job,  we  received  a 
response  from  25  percent  of  the  participants.   For  those 
responding,  46  percent  thought  that  training  assisted  them  in 
getting  another  job,  while  54  percent  responded  that  training  did 
not  assist  them  in  getting  another  job. 

Why  Did  Participants  Choose  Not  to  Enroll  in  Training? 

When  asked  why  participants  chose  not  to  enroll  in  training,  we 
received  a  response  from  11  percent  of  the  participants.   The 
most  frequent  reasons  offered  by  those  responding  were  as 
follows: 


Reason  Offered  Percent 


Recalled  or  found 

new  employment 

21 

Personal  reasons 

19 

Age  or  Retirement 

18 

Language  barrier 

15 

Other 

27 

Total  100 
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Wbat  Were  the  Participants'  Opinions  About  the  Services  Received? 

We  asXed  each  participant  to  rank  each  service  they  received  on  a 
scale  of  one  to  five,  with  one  meaning  poor  service  and  five 
meaning  excellent  service.   The  services  received  and  their 
quality  ratings  are  as  follows: 


Service 

Quality 
Bating 

3.9 
3.4 
3.4 
3.0 
2.6 
2.4 

Participants 
ResDondina 

Training 

Testing 

Job  Counseling 

Job  Search 

Job  Placement 

Relocation 

14  % 

13  \ 
18  % 

14  % 
7  % 
3  % 

When  asked  to  comment  on  how  services  could  be  improved  we 
received  a  response  from  15  percent  of  the  participants.   The 
most  prevalent  suggestions  offered  by  participants  were  as 

follows: 

Suggestions  Offered Percent 

Improve  Job  Placement  Services  28 
Provide  more  information  about 

the  program  15 
Extend  the  length  of  training 

courses  beyond  two  years  6 

Other  51 

Total  100 


Eov  Did  the  Participants  Rate  the  Overall  Value  of  the  TAA 

Program? 

We  asked  each  participant  to  rate  the  program  from  one  to  five, 
with  one  meaning  poor  and  five  meaning  excellent.   In  total  we 
received  a  response  from  36  percent  of  the  participants.   The 
overall  rating  provided  by  participants  was  3.4  which  is  slightly 
higher  than  average. 
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APPENDIX   1 

AUDIT  OBJECTIVES,  SCOPE  and  METHODOLOGY 

This  audit  was  conducted  to  determine  whether  the  TAA  program 
assisted  workers  to  find  suitable  employment  and,  where  training 
was  needed,  how  the  state  program  operators  managed  their 
training  efforts.   Moreover,  because  of  the  lack  of  information 
about  program  outcomes  discovered  during  preliminary  audit  work, 
we  conducted  this  audit  to  inform  ETA  and  the  Congress  about  key 
characteristics  of  TAA  program  performance.   Specifically,  we 
wanted  to  determine  whether: 

Program  Management 

•  the  TAA  program  was  managed  to  achieve,  so  far  as 
possible  the  goals  of  the  Act; 

•  program  performance  data  was  used  to  measure  the 
success  of  the  program  and  improve  program  delivery; 

Program  Reporting 

•  quarterly  ETA  563  reports  of  TAA  program  activities 
were  accurate  and  prepared  in  accordance  with  ETA 
directives; 

Program  Results 

•  participants  covered  by  certified  TAA  petitions 
obtained  suitable  employment;  and 

•  training  assisted  participants  in  finding  suitable 
employment. 

To  meet  these  objectives  we  performed  the  following  procedures: 
Progreun  Management 

•  met  with  Federal  and  state  TAA  program  officials  in  the 
nine  selected  states  to  determine  how  the  TAA  program 
was  being  managed  concerning  program  goals,  program 
monitoring  and  evaluation  procedures; 

•  visited  a  number  of  local  offices  within  the  states 
selected  to  observe  progreun  operations  and  obtain 
further  information  on  how  the  following  TAA  activities 
were  being  carried  out:  intake,  assessment,  counseling 
and  testing,  employability  plans,  training,  job  search 
and  placement  assistance; 
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Program  Reporting 

•  reviewed  the  quarterly  ETA  563  report  data  for  Fiscal 
Year  1991,  obtained  an  understanding  of  how  the  report 
was  prepared  and  traced  key  data  elements  to  source 
documentation; 

Program  Results 

•  gathered  information  on  each  participant  relative  to 
benefit  payments  received,  training  and  other  services 
provided,  and  employment  outcomes  after  progreun 
termination  through  review  of; 

UI  claim  histories 
TRA  claim  histories 
TAA  and  TRA  services  files 
Training  files 

Wage  reports  (including  surrounding  states) 
ES  placement  data 
JTPA  placement  data 
—   Confirmation  letters 

Phone  calls  to  participants 

•  determined  program  outcomes  for  the  participants  in  the 
sample  in  three  ways: 

best  overall  outcome  achieved  by  the  participant 
during  the  one-year  period  following  separation; 

status  (snapshot)  at  the  end  of  the  first  year 
following  separation;  and 

best  overall  outcome  achieved  up  to  the  time  of 
our  case  file  review. 

The  program  outcome  statistics  presented  in  this  report  are 
projected  only  to  the  nine  states  included  in  this  audit  as 
a  group  and  are  based  on  the  best  outcome  achieved  during 
the  one-year  period  following  separation. 

Sampling  Hethodoloay 

•  We  selected  a  judgmental  sample  of  nine  states  out  of 
the  15  states  receiving  the  greatest  amount  of  funds 
for  training  and  TRA  payments,  as  reported  by  OTAA, 
during  Fiscal  Years  1990/1991  as  follows: 
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State  Funding         Percent 


Pennsylvania 

$  40,770,966 

14.5 

New  York 

21,584,477 

7.7 

Ohio 

17,839,392 

6.4 

New  Jersey 

16,526,977 

5.9 

Missouri 

11,680,521 

4.2 

Illinois 

11,343,565 

4.0 

Georgia 

8,275,131 

3.0 

Alabama 

6,069,972 

2.2 

Colorado 

5.182.513 

1.8 

Subtotal 

139,273,514 

49.7 

Remaining  States 

141,186,905 

50.? 

National  Total 

280,460,419 

,100 . 0 

We  then  selected  a  random  sample  of  participants  who 
terminated  from  the  TAA  program  during  Fiscal  Year  1991 
from  each  state  as  follows: 


State         Universe  Sample  Percent 


Pennsylvania 

2,524 

133 

5.3 

New  York 

2,027 

133 

6.6 

Ohio 

1,700 

129 

7.6 

New  Jersey 

1,715 

150 

8.7 

Missouri 

892 

137 

15.4 

Illinois 

736 

130 

17.7 

Georgia 

722 

133 

18.4 

Alabama 

967 

134 

13.9 

Colorado 

31? 

119 

38.1 

Total 

11,595 

1,198 

10.3 

The  universe  of  participants  was  not  readily  identifiable  in 
records  maintained  by  the  states.   Therefore,  we  defined 
terminees  as  those  participants  who  received  TRA  payments  or 
who  were  enrolled  in  TAA-approved  training  sometime  during 
Fiscal  Year  1991  and  who  were  not  receiving  TRA  payments  or 
enrolled  in  TAA-funded  training  at  the  end  of  Fiscal 
Year  1991  under  the  same  petition. 

Raw  data  from  each  of  the  nine  states  was  weighted  based  on 
the  nine  strata  (each  state  being  a  stratum) .   The  above 
table  of  sample  sizes  and  universe  sizes  was  used  in  the 
weighting  process. 
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Audit  fieldwork  and  data  collection  were  conducted  at  the  states 
during  the  period  October  1992  through  May  1993.   Fieldwork  was 
followed  by  data  input  and  analysis  of  progreun  outcomes.   Audit 
results  were  communicated  to  each  of  the  states  included  in  the 
audit  and  their  comments  were  considered  in  this  report. 

Our  audit  was  made  in  accordance  with  applicable  Government 
Auditing  Standards  for  performance  audits  to  satisfy  the 
objectives  stated  above. 
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APPENDIX  3 

Best  Employment  Status  Within  One  Year  After  Program  Termination 
Percentage  of  Participants  Finding  Employment 
By  SEX 


Status  Males           Females 

Kew  Employment:  . 

Suitable  28              36 
Potentially 

Suitable  4                5 

Non-Suitable  21                                    21 

subtotal  59               64 

Recalled  to 
Previous  Employer: 

Suitable  17               13 
Potentially 

Suitable  2                1 

Non-Suitable  _2.                                      _1 

subtotal  21                15 

Unemployed: 

No  Job  8               12 

Other  22.                                  _i 

subtotal  20              21 

Total  of  All 

Known  Employment 

Outcomes  ....  100              100 
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APPENDIX  4 

Best  Employment  Status  Within  One  Year  After  Program  Termination 
Percentage  of  Participants  Finding  Employment 
By  AGE 


Status Under  30    30-39     40-49     50-59    60  t  Over 

Kew  Employment: 


Suitable 
Potentially 

Suitable 
Non-Suitable 

48 

5 

35 

5 
27 

36 

4 
21 

21 

4 
10 

11 

2 
11 

subtotal 

77 

67 

63 

55 

25 

Recalled  to 
Previous  Employer: 


Suitable 
Potentially 

Suitable 
Non-Suitable 

15 

-2. 

17 

1 
-1 

14 

2 
_2 

16 

1 
_1 

5 
1 

subtotal 

17 

20 

18 

20 

6 

Unemployed: 

No  Job 
Other 

4 

8 

_5 

15 

13 
11 

8 
£1 

subtotal 

6 

13 

19 

25 

69 

Total  of  All 
Known  Employment 
Outcomes  .... 

100 

100 

100 

100 

100 
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APPENDIX  5 

Best  Employment  Status  Within  One  Year  After  Program  Termination 
Percentage  of  Participants  Finding  Employment 
By  EDUCATIONAL  LEVEL , 

Status Won  HS  HS  Post  HS 

Vev   Employment: 

Suitable  31  34  29 
Potentially 

Suitable  2  5  8 

Non-Suitable  18  27  27 

subtotal  51  66  64 

Recalled  to 
Previous  Employer: 

13  19 

1  1 

-2.  ^ 

16  22 


9  9 

_a  _5 

18  14 


100  100 


Suitable 
Potentially 

Suitable 
Non-Suitable 

16 

1 

subtotal 

18 

Unemployed: 

No  Job 
Other 

14 
12 

subtotal 

31 

Total  of  All 
Known  Employment 
Outcomes  .... 

100 
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APPENDIX  7 

Best  Employment  Status  Within  One  Year  After  Program  Termination 
Percentage  of  Participants  Finding  Employment 
By  UNION  AFFILIATION 


Status 


Union 
Affiliated 


Non-Union 
Affiliated 


Mew  Employment: 


Suitable 
Potentially 

Suitable 
Non-Suitable 


26 

3 

M 


39 

7 
28 


subtotal 


53 


74 


Kecalled  to 
Previous  Employer: 


Suitable 
Potentially 

Suitable 
Non-Suitable 


21 

2 

-2. 


subtotal 


25 


Unemployed: 


No  Job 
Other 


10 
12 


11 


subtotal 


22 


19 


Total  of  All 
Known  Employment 
Outcomes  .... 


100 
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APPENDIX    9 


U.S.  Department  of  Labor 


SEP 


2^ 


Assistant  Secretary  for 
Employmeni  and  Training 
Washington.  D  C  20210 


MEMORANDUM  FOR: 

FROM: 
SUBJECT: 


GERALD  W.  PETERSON 
Assistant  Inspector  General 
for  Aud^i/ 

DOUG 

Audit  o^  the  Trade  Adjustment  Assistance 

Program  in  Nine  Selected  States 

Draft  Audit  Report  No.  05-93-008-03-330 


This  is  in  response  to  the  subject  audit  report  providing  this 
office  with  information  on  the  management  and  performance  of  the 
Trade  Adjustment  Assistance  (TAA)  program  in  nine  states. 

The  audit  objective  of  the  OIG  was  to  determine  whether  the  TAA 
program  assisted  workers  to  find  suitable  employment  and,  where 
training  was  needed,  how  states  managed  their  training  efforts. 
The  report  provided  us  with  valuable  information  and  a  basis  for 
exploring  ways  to  improve  the  program  and  its  oversight.   We 
cannot  agree  however,  that  it  is  productive  to  attempt  to 
evaluate  this  program  based  on  an  inappropriate  use  of  the  terra 
"suitable  employment",  the  definition  of  which  is  being  used  out 
of  context  when  applied  to  post-training  employment.   We  do  agree 
that  clear  statements  of  program  objectives  and  measures  of 
performance  are  needed. 

Attachment  A  provides  our  comments  to  specific,  pertinent 
findings  contained  in  the  report.   Attachment  B  is  a  side-by-side 
layout  of  pertinent  OIG  findings  and  related  findings  contained 
in  a  study  completed  by  Mathematica  Policy  Research,  Inc. , 
released  in  April  1993  entitled,  "International  Trade  and  Worker 
Dislocation:  Evaluation  of  the  Trade  Adjustment  Assistance 
Program". 

Thank  you  for  including  as  a  part  of  your  field  work  the 
gathering  of  participants  opinions  about  the  services  received 
and  the  overall  value  of  the  TAA  program.   It  is  important  to 
know  how  our  customers  rate  the  program.   According  to  the 
report,  the  overall  rating  for  the  TAA  program  was  higher  than 
average  but  improvements  are  needed.   We  will  work  toward  making 
those  improvements. 

Attachments 
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ATTACHMENT  A 

Audit  of  TAA  Program  Outcomes  in  Nine  States 
OIG  Report  #05-93-008-03-330 

TAA  PROGRAM  RESULTS: 

ReeTTiployTTient  Rate; 

OIG  Findings:  6  out  of  every  10  workers  enrolled  found  new 
employment  during  the  year  following  their  participation  in  the 
program.  An  additional  2  out  of  every  10  workers  returned  to  work 
for  their  former  employers.  Eighty  percent  of  the  participants 
who  enrolled  in  training  found  new  employment  during  the  first 
year  after  leaving  the  TAA  program.   Forty-three  percent  of 
participants  who  completed  training  found  employment  with  new 
employers  paying  at  least  80%  of  their  previous  wage  or  had  the 
potential  for  such  wages.   An  additional  30  percent  found  jobs 
paying  less  than  80%  of  their  previous  wage.   Extending  the 
period  of  participant  follow  up  beyond  the  first  year  showed  84 
percent  had  found  employment,  an  additional  4  percent  over  those 
finding  employment  within  the  first  year  after  program 
termination. 

Comment:  The  80%  reemployment  rate  (84%  beyond  the  first  year) 
will  compare  most  favorably  with  other  training  programs.   In 
examining  the  quality  of  the  new  job,  it  is  important  to 
acknowledge  the  difficulty  in  making  the  transition  from  one 
field  of  work  to  another.   The  average  TAA  participant  in  the  OIG 
sample  was  4  3  years  old,  had  an  11th  grade  education,  worked  10.6 
years  with  the  adversely  effected  employer  and  made  an  average 
weekly  wage  of  $440  at  the  time  of  first  separation  from 
adversely  effected  employment.   The  workers  compensation  at  this 
point  may  have  reflected  years  of  seniority  and  advancement. 

The  criteria  the  OIG  has  elected  to  utilize  as  the  measure  of  a 
quality  job  and  a  measure  of  performance  is  "suitable  employment" 
as  defined  by  its  use  as  one  of  six  criteria  in  Section  236  of 
the  Act  to  determine  if  training  should  be  approved  or  waived. 
Suitable  employment  as  posited  by  the  OIG,  would  mean,  for 
example,  that  if  a  displaced  auto  worker  who  earned  $34,000  a 
year  was  retrained  and  obtained  employment  paying  $27,000  a  year, 
program  objectives  would  not  have  been  met  even  if  prevailing 
employment  conditions  were  such  that  no  other  employment  was 
available  in  the  labor  market. 

Rigid  application  of  the  OIG's  "suitable  employment"  standard — 
especially  in  cases  involving  dislocations  from  high  wage 
employment — would  effectively  limit  the  training  options  and 
substantially  increase  the  proportion  of  permanent  waivers  of  the 
training  requirement  as  a  condition  for  receiving  extended  TRA 
benefits. 
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Indeed,  a  qualitative  definition  of  "employment"  when  used  in  the 
context  of  evaluating  the  impact  of  the  TAA  program  on  workers 
participating  in  the  program  is  open  to  debate,  as  there  is  no 
explicit  definition  of  the  term  in  the  statute  or  the  regulations 
when  used  in  this  context.   Rather,  they  speak  only  of  a 
"reasonable  expectation  of  employment  following  completion  of 
....training".   Accordingly  it  is  not  productive  to  assign  an 
arbitrary  definition  to  the  term  for  purposes  of  these  audits. 
Instead,  it  is  important  to  direct  attention  to  determining 
whether  or  not  an  adversely  affected  worker  has  benefitted  by  the 
program  through  the  development  of  new  or  improved  skills  which 
will  enable  the  worker  to  obtain  reemployment  within  a  reasonable 
amount  of  time  at  a  skill  level  other  than  they  would  have  been 
able  to  obtain  absent  such  training.   The  new  or  improved  skills 
may  not  necessarily  result  immediately  in  new  employment  with 
wages  comparable  to  past  adversely  affected  employment. 

Training  Enrollment  &  Waivers; 

OIG  Findings:   Over  5  of  every  10  workers  enrolled  into  TAA 
approved  training  programs.   Of  these  over  3  completed  their 
training.   More  than  71%  of  the  participants  sampled  were  granted 
waivers  at  some  point  in  time  allowing  them  to  draw  basic  TRA. 
58%  of  the  waivers  in  the  sample  were  not  reviewed  on  a  periodic 
basis. 

Comment:   The  above  figures  do  not  appear  to  reflect  the  2  out  of 
every  10  workers  recalled  to  their  previous  employer  and 
therefore  not  eligible  to  participate  in  TAA  training. 
Nonetheless,  we  agree  that  attention  must  be  directed  to  ensuring 
the  statutory  requirements  for  participation  in  training  are 
carried  out  and  appropriate  documentation  required  when  an 
exception  to  such  participation  is  granted. 

Additional  guidance  to  the  states  in  approving  training  and 
granting  waivers  is  contained  in  regulations  currently  being 
proposed  that  provides  definitive  guidance  on  the  application  of 
the  term  "recall  that  will  occur  in  the  reasonably  foreseeable 
future".   Investing  TAA  funds  to  train  workers  where  it  is 
reasonably  certain  the  workers  will  return  to  their  prior 
employment  is  inappropriate  and  a  waste  of  scarce  funds.   Also,  a 
substantive  change  to  be  included  in  the  regulations  will  limit 
each  worker  to  a  single  training  program  under  each  single 
certification. 

MANAGEMENT  INITIATIVES 

Goals  and  Objectives: 

OIG  Findings:   The  TAA  program  was  managed  by  ETA  and  the  states 
without  specific  training  or  reemployment  goals.   Neither 
Congress  nor  ETA  defined  what  accomplishments  should  be  measured. 
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how  they  should  be  measured  or  what  would  constitute  an 
acceptable  level  of  performance. 

Comment:   We  agree  that  stated  program  objectives  and  measures  of 
performance  are  desirable.   Such  objectives  and  measures  should 
be  developed  in  conjunction  with  the  States  and  with  input  from 
the  people  we  are  charged  with  serving. 

Participant  Follow  up; 

OIG  Findings:   States  were  not  required  to  follow  up  with 
participants  or  monitor  the  quality  of  TAA  training,  services  or 
outcomes  achieved.   There  is  no  requirement  in  the  Act  or 
implementing  regulations  to  collect  or  report  such  information. 

Comment:   We  agree,  with  qualifications.   It  is  not  cost 
effective  to  follow  up  for  the  sake  of  follow  up  itself. 
Subsequent  to  agreement  on  definitive  TAA  goals  and  objectives, 
the  determination  can  be  made  as  to  what  follow  up  may  be  needed. 

Kanaqement  Information  Systems; 

OIG  Findings:   The  TAA  program  information  systems  and  related 
reports  did  not  measure  program  performance.  The  quarterly  ETA 
563  report  did  not  gather  sufficient  information  about  training 
and  reemployment  outcomes  and  several  critical  data  elements  were 
incomplete  or  were  inaccurately  reported  by  the  States. 

Comment:   We  agree  that  the  ETA  563  report  does  not  gather 
sufficient  information  about  TAA  program  training  and 
reemployment  outcomes  to  measure  program  performance.   However, 
the  ETA  563  report  was  not  designed  to  do  so.   The  report 
provides  intelligence  on  program  benefits  and  costs  by  State  and 
petition  number.   Those  data  elements  are  inputs  useful  to 
program  management,  not  a  management  information  system  per  se. 
To  the  extent  that  the  ETA  563  data  elements  are  under  reported 
or  inaccurate,  we  agree  that  corrective  action  is  needed. 

We  disagree  that  TAA  program  performance  is  not  measured.   Since 
the  1988  amendments  ETA  Regions  have  conducted  two  rounds  of 
formal  program  reviews.   The  1989  review  evaluated  implementation 
of  1988  amendments  to  the  TAA  program.   A  1991-92  round  of 
reviews  evaluated  compliance  with  controlling  regulations  and 
operating  instructions.   In  both  reviews  Regions  identified 
noncompliance  or  problems  with  implementing  regulations  and/or 
operating  instructions,  required  corrective  actions,  and  followed 
up  to  ensure  corrective  actions  were  carried  out.   A  FY  1994-95 
round  of  reviews  is  currently  being  planned  and  will  incorporate, 
to  the  extent  feasible,  the  nine  State  audit  findings. 


74-425  0-93-4 
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Need  to  Strengthen  Controls; 

OIG  Findings:   The  OIG  report  indicates  that  improvements  are 
needed  in  the  oversight  of  the  TAA  program  to  ensure  that 
critical  decisions  affecting  participants'  training  are 
documented.   Also  documentation  of  the  provision  of  required 
services  such  as  assessment,  testing,  counseling  and  reemployment 
services  is  needed. 

Comment:   We  agree  that  TAA  program  oversight  needs  to  be  greatly 
expanded,  intensified  and  made  specific  to  management  problems 
and  benefits  delivery  concerns. 

OIG  Finding:   The  intent  of  Section  236  of  the  Act,  that  training 
costs  should  be  reasonable,  is  apparently  not  being  enforced. 

Comment:   It  is  inappropriate  to  establish  a  ceiling  on  training 
and  related  costs  for  individual  workers  since  such  costs  may 
vary  significantly  from  one  region  of  the  country  to  another  and 
from  one  worker  dislocation  to  another.   However,  States  are 
charged  with  providing  approved  training  at  the  lowest  reasonable 
cost  available  for  the  particular  type  of  training  in  that  region 
consistent  with  the  objectives  of  assisting  the  worker  to  obtain 
suitable  skills  to  return  to  work  as  quickly  as  possible. 
(See  Conference  Report  on  the  Omnibus  Trade  and  Competitiveness 
Act  of  1988  amendments  to  the  TAA  Program  and  see  GAL  15-90, 
Attachment  A,  Section  G.l  (F) ) . 

OIG  Finding:   Twenty-six  of  the  participants  in  the  sample  (1198) 
enrolled  into  training  from  3  to  10  years  after  their  first 
qualifying  separation  from  adversely  affected  employment. 

Comment:   As  the  OIG  points  out,  the  statute  does  not  place  time 
restrictions  on  worker  enrollment  in  training,  however,  we  are 
exploring  with  DOL  legal  staff  and  others  the  feasibility  of 
restricting  the  open  ended  training  entitlement. 

Technical  Error  in  Report: 

On  page  26  of  the  report  reference  is  made  to  an  annual  budget  of 
$120  million  including  training  for  TAA.   This  is  incorrect.   The 
amended  Trade  Act  caps  payments  for  TAA  training  at  $80  million. 
This  must  cover  the  costs  of  training,  job  search,  relocation, 
subsistence  allowances,  and  administration;  the  cap  cannot  be 
exceeded.   If  needs  exceed  the  cap,  training  ceases  to  be  an 
entitlement. 
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fot  Assistance  to  NAFTA  Inq>acted  Worken 


OvCTview 


The  United  States  i  s  expected  to  realize  overall  economic  benefits  as  a  result  of  die 
North  America  Fre(  Trade  Agreement  (NAFTA).  While  the  net  effect  of  NAFTA  will 
dearly  be  positive,  some  workers  may  have  to  5nd  new  employment. 

Just  as  the  AdminL  tration  is  committed  to  developing  a  comprehensive  worker 
adjustment  assistai  ce  program,  it  is  equally  committed  to  ensxiring  that  workers 
adversely  affected  ly  NAFTA  be  provided  early,  effective  and  comprehensive  adjustment 
assistance. 

The  Administratior  s  proposal  drav^  upon  the  best  aspects  of  existing  programs, 
including  the  Econ<  )nuc  Dislocated  Worker  Adjustment  Assistance  (EDWAA)  and  Trade 
Adjustment  Assista  »ce  CTAA). 

Although  TAA  is  b<  ing  used  as  the  legislative  vehicle,  we  propose  to  create  a  separate 
NAFTA  transitionaJ  program  to  assist  NAFTA  impacted  workers.  This  transitional 
program  will  be  cr  fted  as  an  amendment  to  TAA,  but  it  is  not  an  extension  of  the 
existing  program. 

The  transitional  pMgram  would  run  from  January  1, 1994  to  Jutie  30,  1995.  when  it 
sunsets  into  a  new  :oit^)rehensive  woricforce  adjustment  proposal  which  will  assist  all 
dislocated  workers. 

What  services  win  le  available  to  NAFTA  dislocated  wodcers? 

Under  this  pioposa  ,  NAFTA  dislocated  workers  would  receive: 

•  ra]  id  response  and  immediate  basic  readjustment  services; 

•  lal  or  msAet  information; 

•  Jol  search  and  placement  assistance; 

•  ca:  eer  counsding,  testing,  and  assessment; 

•  a  j  >b  search  allowEmce  and  relocation  assistance; 

•  an  I,  for  those  who  need  it,  long-term  skills  training  accompanied  by 
inome  support. 

How  is  this  loogra}  a  betta  than  TAA7 

Some  aspects  of  th;  TAA  program  were  recently  criticised  by  the  Department's  Inspector 
General  for  certilicntlon  delays,  lack  of  up-front  services  and  failure  to  link  training  to 
income  support  T  le  Administration's  proposal  addresses  all  three  of  these  concerns. 
The  Adtninistration  s  NAFTA  proposal  provides  for 
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•  Ex  }edited  cerdflcarion; 

•  Up  -frozit  services;  and 

•  Lii  kage  between  extended  income  support  and  training. 

Who  is  eligible? 

Assistance  would  1  e  provided  to  workers  who  lose  their  jobs  dtfier  because  of  an 
increase  in  Import:  firam  Mexico  and  Canada,  or  a  shift  in  production  by  a  v/oekux's  firm 
to  those  countries. 

How  does  it  work' 

The  proposal  inclu  des  an  expedited  certification  process.  UiKler  the  plan,  within  10 
days  of  receiving  { a  apidicadon,  die  governor  would  make  an  inititt]  determinadon  of 
eligibility  and  the  draw  on  the  state's  existing  EDWAA  funds  to  provide  rapid  response 
and  up-front  servit  es  for  NAFTA  impacted  workers. 

Within  30  days,  th  e  Secretary  of  Labor  would  determine  diglbility  for  additional 
services  and  benef  cs.  These  comprehensive  services  include  counseling,  testing,  job 
placement  assistan  ze,  training,  izu»me  si^port,  a  job  search  allowance,  relocadon 
assistance  and  sup  port  services  such  as  chfld  support  and  transportation  allowances. 
Workers  who  wan  access  to  these  services  must  be  enrolled  in  training  by  the  16th 
week  <^  their  unei  iployment  insurance  benefit  period  and  must  be  enrolled  in  training 
to  receive  benefits 

What  does  it  cost; 

It  is  esdmated  tha  the  program  woiild  cost  $90  milHon  over  the  next  18  months,  with 
$45  million  reserv  id  for  training  and  $45  million  reserved  for  income  supporL 

How  does  this  pre  jiam  link  with  the  Admirdstratianfs  plan  to  offer  coiiq)rdiensive 
Ipgiriarion? 

The  NAFTA  transi  ional  program  is  a  taxq>orary  program  designed  to  be  replaced  with 
die  comprehensivf  program.  Like  the  comprdiiensive  program,  the  NAFTA  transidonal 
program  is  design'  d  to  result  in  reemployment  by  <Tvli»<<ng  rapid  response,  by  linking 
income  s\q>port  w  ch  training  and  by  requiring  wodcers  who  want  traiiung  and 
additional  servicef  to  enroQ  by  the  16th  wedc  of  their  unen^toyment. 

The  comprehensiv  i  i»ogram  will  build  on  diese  reemployment-oriented  requiremous 
and  take  them  fur  lier.  The  comprehensive  program  will  be  available  to  all  dislocated 
vrarkers,  will  give  all  participants  access  to  reemployment  services,  will  eliminate  cause 
spediic  eligibiUty  'estricdons,  and  will  enhance  customer  service. 


105 


TKAISITIONAL  VTORKER  ADJUSTMENT  PROPOSAL 
FOR  NAFTA- IMPACTED  WORKERS 

FACT  SHEET 

Challengo:  The  J.S  is  expected  to  realize  overall  econonic 
benefits  as  a  result  of  the  North  American  Free  Trade  Agreement 
(NAFTA).  While  the  net  effect  of  MAFTA  will  be  positive,  some 
workers— includi-jg  those  who  lose  their  jobs  because  their  plants 
move  to  Mexico  or  Canada— will  have  to  find  new  employment. 

The  Administrati sn  is  preparing  a  comprehensive  program  to 
provide  workers  /ho  have  permanently  lost  their  jobs  with  the 
opportunities  ani  resources  to  find  another  a^ropriate  job  as 
quickly  as  jxjsaiale  and,  when  necessary,  enhance  their  skills  in 
order  to  secure  yaployment  that  will  protect  their  earnings.  The 
program  will  be  3ustomer<-oriented,  outcome  based,  and  provide 
flexibility  for  local  decision-making.   This  program  will 
establish  a  single  standard  of  eligibility  to  encompass  all 
permanently  laid -off  workers  without  regard  to  the  cause  of  their 
dislocation,  including  those  resulting  from  international  trade 
agreements  such  xs   NAFTA. 

The  challenge  is  to  assure  full  support  and  assistance  for  any 
worker  who  may  bs  permanently  dislocated  between  Jsmuary  l,  1994, 
when  NAFTA  will  take  effect,  and  July  l,  1995,  when  the  new 
comprehensive  prsgram  is  expected  to  become  operational. 

Proposal:   In  response  to  this  challenge,  the  Administration 
proposes  to  eunenjl  the  Trade  Act  of  1974  to  provide  services  and 
benefits  for  NAF PA- impacted  dislocated  workers  from  January  1, 
1994  through  Juna  30,  1995.   This  initiative  would  draw  upon  the 
best  aspects  of  sxisting  programs,  EDWAA  emd  Trade  Adjustment 
Assistance,,  and  provide  affected  workers  with  both  rapid  and 
early  interventlah  and  the  ability 'to  engage  in  long  term 
training  and  receive  income  support. 

Under  this  proposal,  a  group  of  workers  or  their  authorized 
representative  (including  substate  grantees  under  Title  1X1  of 
JTPA  emd  coimunity  based  organizations)  would  file  a  petition  for 
certification  of  eligibility  for  services  with  the  Governor  in 
the  state  where  the  firm  is  located.  Within  ten  days,  the 
Governor  would  irake  a  prellminzury  finding  as  to  whether  the 
petition  meets  the  criteria  described  below,  except  for  the 
"contributed  Importantly"  criterion.  Upon  making  such  a  finding, 
the  Governor  is  to  provide  rapid  response  and  basic  readjustment 
services  to  covered  workers.  The  Governor  will  forward  all 
petitions  to  the  Secretary  of  Labor,  who  will  review  all  criteria 
and  make  a  declEion  regarding  certification  for  eligibility 
within  thirty  deys. 
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Eligibility:   Groups  of  woiicers  who  have  b««n  laid  off,  or  have 
reoeived  a  notice  of  layoff,  as  a  result  of  a  plant  closure  or  a 
substantial  lay)ff,  will  be  eligible  for  services  and  benefits 
under  the  propo  t^  aaendaent.   Certification  will  be  based  on  the 
following  criteria: 

o    a  slgnificint  number  or  proportion  of  the  vorlcers  in  the 
f  im  or  su  )division  of  the  f  ira  have  become  totally  or 
partially  separated,  or  are  threatened  to  become  separated; 
and 

o    either 

*  the  f illowing 

sales  or  production  of  such  firm  or  subdivision 
lave  decreased  absolutely;  and 

:here  have  been  increases  in  imports  from  Mexico 
}r  Canada  of  articles  like  or  directly  competitive 
/ith  articles  produced  by  such  workers*  firm  or 
subdivision;  and 

:he  increase  in  imports  contributed  importantly  to 
itxe   workers*  layoff  and  to  the  firm's  decline  In 
sales  or  production;  or 

*  there  has  been  a  shift  in  production  by  the  workers* 
firm  :o  Mexico  or  Canada  of  articles  like  or  directly 
competitive  with  eurticles  which  are  produced  by  the 
workers'  firm  or  subdivision. 

Services:   Once  the  Governor  finds  that  the  group's  petition 
meets  the  criteria,  workers  who  are  covered  under  the  petition 
will  receive  ra^id  response  assistance  and  basic  readjustment 
services,  as  specified  under  Section  314  (b)  and  (c)  of  Title  III 
of  JTPA.   The  r  ^adjustment  services  include  labor  market 
information,  jo  3  search  and  placement  assistance,  career 
counseling,  tes:ing  ahd  assessment. 

Once  the  secretary  has  certified  eligibility,  the  adversely 
affected  workers  shall  receive  the  coa:^rehensive  services  and 
benefits  availaole  under  the  general  TAA  program,  which  are  to  be 
provided  in  the  seme  manner  and  to  the  same  extent  as  they  are 
under  the  generil  program  with  certain  exceptions.  These 
services  includa  employment  services  (such  as  counseling,  testing 
and  job  placement  assistance),  training,  trade  readjustment 
allowances  (i.e.,  income  support),  job  search  allowances  and 
relocation  assistance.  The  two  exceptions  are:  (1)  participants 
must  be  enrolled  in  training  by  the  16th  week  of  their  UI  benefit 
period,  and  (2)  there  is  no  waiver  of  the  training  requirement 
for  TRA  eligibility. 
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Cost  SstiaatAt   $90  million  over  18  nonths,  with  $45  nillion  for 
training  and  $4  5  nillion  for  income  support.  This  is  classified 
as  mandatory  standing,  to  be  appropriated  annually  in  the  POBA 
account. 

Impact i  Estimetes  vary  as  to  the  number  of  workers  who  may  be 
affected  durinc  the  next  ten  years  as  a  result  of  NAFTA 
implementation I  but  only  a  relatively  small  number  would  be 
expected  to  loce  their  jobs  during  this  18-month  bridge  period. 
Of  those  who  are  adversely  affected,  some  will  find  new  jobs  with 
counseling  and  job  search  assistance;  others  will  need  extensive 
retraining.         '. 
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STATEMENT  OF  ADMINISTRATIVE  ACTIOH 
REGARDING  NORKSR  ADJUSTMENT 

While  the -n«t  economic  -  effect  of  the  North  Aaerican  Free  Trade 
Agreement  (NAFTA)  will  be  positive/  sose  workers  will  have  to 
find  new  enploynent.  To  address  this  challenge  ever  the  longer 
tern,  the  Adainistration  is  developing  a  coaprehcnsive  program  to 
provide  workers  who  have  perntanently  lost  the  it  jobs  with  the 
opportunities  and  resources  to  find  another  apprcpriate  job. 
This  program /  which  is  escpected  to  be  introduced  in  calendar  yeeir 
1994,  would  establish  a  single  stemdard  of  eligil ility  to 
encompass  all  permanently  laid-off  workers  withoit  regard  to  the 
cause  of  their  dislocation,  including  those  resulting  from 
international  trade  agreements  such  as  NAFTA. 


In  the  short  term — between  January  1,  1994,  when  NAFTA  takes  j 

effect,  and  July  1,  1995,  when  the  new  coaprehen:  ive  program  is 

expected  to  become  operational— it  is  essential  \o   provide  full 

support  and  assistance  for  workers  adversely  af f « cted  as  a  result 

of  NAFTA.   The  Trade  Act  of  1974  provides  a  vehit le  to  ensure 

that  NAFTA- impacted  workers  receive  services  dur:jig  this  interim      j 

period. 

Using  this  authority,  the  Adainistration  will  su}/mit  legislation 

to  amend  Chapter  2  of  Title  II  of  the  Trade  Act  of  1974  to  j 

provide  for  a  NAFTA  Transitional  Adjustment  Assii  stance  Program. 

This  program  would  be  available  from  January  l,  ;.994  through  j 

June  30,  1995.  This  initiative  would  draw  upon  'Jie  best  aspects 

of  existing  programs,  EDWAA  and  Trade  Adjustment  Assistance,  and 

provide  affected  workers  with  both  rapid  and  ear  .y  intervention        ' 

and  the  ability  to  engage  in  long  term  training  .ind  receive  ' 

income  support. 

Under  the  proposed  approach,  a  group  of  workers  or  their 

authorized  representative  (including  substate  gr  intees  under 

Title  III  of  JTPA  and  community  based  orgemizati  ms)  must  file  a 

petition  for  certification  of  eligibility  for  services  with  the 

Governor  in  the  state  where  the  firm  is  located.   Within  ten 

days,  the  Governor  would  make  a  preliminary  finding  as  to  whether      i 

the  petition  meets  the  criteria  described  below  (except  for  the       | 

"contributed  importantly"  criterion) .   The  Cover lor  will  forward 

all  petitions  to  the  Secretairy  of  Labor,  who  will  review  all         { 

criteria  and  make  a  decision  regarding  certif ica :ion  for 

eligibility  within  thirty  days. 

The  criteria  that  will  be  used  to  determine  workars*  eligibility 
include: 

o    a  significant  number  or  proportion  of  the  workers  in  the 
firm  or  subdivision  of  the  firm  have  become  totally  or 
partially  separated,  or  are  threatened,  to  bacome  separated; 
and 
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either 

*  the  following 

...   sales  or  production  of  such  fira  oz  subdivision 
have  decreased  absolutely;  and 

—   there  have  been  increases  in  iaporta  from  Mexico 
or  Canada  of  articles  liXe  or  directly  conpetitive 
with  articles  produced  by  such  workers'  firm  or 
subdivision;  and 

the  increase  in  ii^>orts  contributec  importantly  to 
the  workers'  layoff  and  to  the  fin's  decline  in 
sales  or  production;  or 

*  there  has  been  a  shift  in  production  by  the  workers' 
firm  to  Mexico  or  Canada  of  articles  liXe  or  directly 
competitive  with  articles  which  are  produced  by  the 
workers'  firm  or  subdivision. 

3nce  the  Governor  finds  that  the  group's  petition  seets  the 
criteria,  workers  covered  under  the  petition  will  receive  rapid 
response  services  available  under  Section  314(b)  of  the  Job 
Training  Partnership  Act  (JTPA)  and  basic  readjust sent  services 
under  Section  314(c)  of  JTPA. 

Once  the  Secretary  has  certified  eligibility,  the  adversely 
affected  workers  shall  be  provided  with  the  same  sarvioes,  in  the 
sane  manner  and  to  the  same  extent,  as  workers  cov^ed  under  a 
certification  imder  Subchapter  A  of  the  Trade  Act,  with  some 
exceptions.  These  services  include: 

o    employment  services  as  described  in  section  2  35; 

o    training  as  described  in  Section  236; 

o    trade  readjustment  allowemces  as  described  in  Sections  231- 
234,  except  that: 

waivers  of  the  training  requirement  for  certified 
%rorker8  shall  no  longer  be  permitted;  ani 

workers  must  be  enrolled  in  a  training  program  approved 
by  the  Secretary  under  Section  236(a)  by  the  end  of  the 
I6th  week  of  the  worker's  initial  unenplsyment 
compensation  benefit  period  in  order  to  ijualify  for 
trade  readjustment  allo%rances. 

o    job  search  allovtmces  described  in  Section  23  7; 

o    relocation  allowances  described  in  Section  23  3. 


i 


110 


o 


< 
t- 
o 


< 

Q 


s 
e 

i 
t 

o 


i  ! 


2     5 
O       5 


i 


E  w 


S 
o 
$ 


Ill 


3 

i 


z 

S 


31 

11 

oSi 

<   It 


E  « 


2 

u. 


I 

i 


< 


Ui 


-  8  2  • 
5€  S  fi 


I 


112 


S 
i 
I 

t 

9 


o  2 

< 

<  5 


si 

E  w 


Z 
a 
8 
& 

I 

< 
< 


>5isiiii 

o  S  • 


»lil!|Ut 


4 

'h 


113 


A  BILL 


To  establish  a  transitional  program  oC  adjustment  assistance  to 
workers  adversely  affected  by  the  implementation  c£  the  North 
American  Fre«  Trade  Agreement,  and  for  other  purpcses. 

Be  it  enacted  bv  the  Senate  and  House  of  Rem eaentatives  of 
the  United  States  of  Awerloa  in  Congress  assemblei  . 

SECTION  1.   SHORT  TITLE 

This  Act  may  be  cited  as  the  "NAFTA  Worker  St  curity  Act  of 
1993". 
SEC.  2.   ESTABLISHMENT  OF  TRANSITIONAL  PROGRAM. 

Chapter  2  of  title  II  of  the  Trade  Act  of  19*:  4  is  amended  at 

the  end  thereof  by  adding  the  following  new  subchjpter; 

"SUBCHAPTER  D  -  NAITA  TRANSITIONAL  ADJUSTMENT 
ASSISTANCE  PROGRAM 

"SEC.  250.   ESTABLISHMENT  OF  TRANSITIONAL  ?R(>GRAM. 

"(a)  ELIGIBILITY  FOR  SERVICES. 

"(1)  GROUP  ELIGIBILITY  REQUIREMENT.; . —A  group  Of 

workers  (including  workers  in  any  agricultural  fin  or 
svtbdivision  of  an  agricultural  firs)  shall  be  certified 
as  eligible  to  apply  for  adjustment  ass. stance  under 
this  subchapter  pursuant  to  a  petition  :  riled  under 
paragraph  (3)  if  the  Secretary  determines  that  -- 

"(A)  a  significant  number  or  i>roportion  of 
the  workers  in  such  workers'  firm  >>r  an 
appropriate  subdivision  of  the  fim  have  become 


114 


2 

totally  or  partially  separated,  or  are  threatened 
to  becone  totally  or  partially  separated;  and 

"(B)(1) (I)  sales  or  production,  or  both,  of 
such  firm  or  subdivision  have  decreased 
absolutely, 

"(IX)  there  have  been  increases  in 
Inports  from  Mexico  or  Canada  of  articles  like  or 
directly  competitive  with  articles  produced  by 
such  workers*  firm  or  appropriate  sjbdlvislon 
thereof,  and 

"(III)  the  increase  in  iitports  under 
subclause  (II)  contributed  importantly  to  such 
workers*  separation  or  threat  of  separation  and  to 
such  firm's  decline  in  sales  or  production;  or 

"(11)  there  has  been  a  shift  in  production  by 
such  workers'  firm  to  Mexico  or  Canada  of  articles 
like  or  directly  competitive  with  articles  which 
are  produced  by  such  workers'  firm  sr  appropriate 
subdivision  thereof. 

"(2)  ADDITIONAL  REQUIREMENTS.  —  (A)  A  certification 
under  paragraph  (3)  shall  not  apply  to  any  worker  whose 
last  total  or  partial  separation  from  tha  firm  or 
appropriate  subdivision  of  the  firm  occurred  before 
January  l,  1994. 

**(B)  For  purposes  of  paragraph  (1)  (B)  (i)  (III) , 
the  term  'contributed  importantly'  means  a  cause  which 
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is  important  but  not  necessarily  acre  i aportant  than 
.  any  other  caxise. 

"(C)  The  Secretary  shall  issue  regjlations 
relating  to  the  application  of  the  oritsria  described 
in  paragraph  (1)  for  making  determinations  under 
paragraph  (3) . 
"(S)  PETITIONS  AND  DETERMINATIONS.—  (A)  A  I  etitlon  for 
certification  of  eligibility  to  apply  for  adjust! ent  assistance 
under  this  subchapter  may  be  filed  by  a  group  of  workers 
(including  workers  in  any  agricultural  firm  or  siibdivision  of  an 
agricultural  firm)  or  by  their  certified  or  recot/nized  union  or 
other  duly  authorized  representative  (including  substate  grantees 
designated  under  title  III  of  the  Job  Training  P  irtnership  Act 
and  community-based  organizations)  vith  the  Gove  .-nor  of  the  State 
in  which  such  workers'  firm  is  located.   Upon  re;eipt  of  the 
petition  the  Governor  shall  notify  the  Secretary  that  the 
Governor  has  received  such  a  petition. 

"(B)  The  Governor  shall,  within  10  days  of 
receiving  the  petition,  make  a  preliminary  finding  2is 
to  whether  the  petition  meets  the  criteria  described  in 
paragraph  (1),  except  for  the  criterii  described  under 
subclause  (III)  of  paragraph  (l)(B)(i;.  Upon  a  finding 
by  the  Governor  that  such  petition  me<it»  such  criteria, 
the  Governor  shall  ensure  that  the  se. vices  described 
in  s\ibsection  (b)(1)  of  this  section  ire  made  available 
to  workers  covered  by  the  petition.  'Oie  Governor 
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Shall,  within  such  10-day  period,  transmit  all 
petitions,  accompanied  by  the  Governor 'b  findings,  to 
the  Secretary  for  certification. 

"(C) (i)  The  Secretary  shall  review  the 
petitions  transmitted  by  the  Governor  pursuant  to 
subparagraph  (B)  and  make  a  determination  as  to  whether 
the  petition  meets  the  criteria  described  in  paragraph 
(1)  within  30  days  of  receiving  such  petition,  upon  a 
determination  that  such  petition  meets  each  criteria, 
the  Secretary  shall  issue  to  workers  covered  by  such 
petition  a  certification  of  eligibility  to  apply  for 
assistance  under  this  subchapter. 

••(ii)  Upon  denial  of  certification  of  a  petition 
pursuant  to  clause  (i) ,  the  Secretary  stall  review  such 
petition  in  accordance  with  the  requires ents  of 
subchapter  A  to  determine  if 'such  workets  may  be 
certified  under  such  subchapter. 

"(b)  SERVICES  TO  BE  PROVIDED.— 

"(1)  RAPID  RESPONSE  AND  BASIC  SERVICES.—  Upcn  an 
affinnative  preliminary  finding  by  the  Governor  urder  subsection 
(a) (3) (B) ,  the  Governor  shall  ensure  that  rapid  response  services 
under  section  314(b)  of  the  Job  Training  Partnership  Act  and 
basic  readjustment  services  under  section  314 (c)  cf  such  Act  are 
made  available  to  workers  covered  by  the  petition. 

"(2)  COMPREHENSIVE  SERVICES. —  Workers  covert d  by  a 
certification  by  the  Secretary  under  this  subchapter  shall  be 
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5 
provided,  in  the  sane  manner  and  to  the  same  extent  as  workers 
covered  under  a  certification  under  subchapter  k,   the  following 
services  and  benefits— 

"(A)  employnent  services  described  in  t ection  235, 
"(B]  training  described  in  section  236,  except  that 
notwithstanding  the  provisions  of  section  2.  6 (a) (2) (A) ,  the 
total  amount  of  payments  for  training  xinder  this  subchapter 
between  January  1,  1994  and  June  30,  1995  si  tail  not  exceed 
$45,000,000; 

■■(C)  trade  readjustment  allowances  desiribed  in 
sections  231  through  234,  except  that— 

■*(i)  the  provisions  of  sections  2)l(a)(5}(C)  and 
231(c),  authorizing  the  payment  of  traJe  readjustment 
allowances  upon  a  finding  that  it  is  rot  feasible  or 
appropriate  to  approve  a  training  program  for  a  worker, 
shall  not  be  applicable  to  payment  of  such  allowances 
under  this  subchapter;  and 

"(ii)  notwithstanding  the  provisions  of  section 
233(b),  a  worker  shall  be  enrolled  in  a  training 
program  approved  by  the  Secretary  xinditr  section  236 (a) 
by  the  end  of  the  16th  week  of  such  worker's  initial 
unemployment  compensation  benefit  per  Lod  in  order  for 
such  worker  to  qualify  for  trade  readiustment 
allowances  under  this  subchapter; 

"(D)  job  seeurch  allowances  described  in  section  237; 
and< 
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6 
"(E)  relocation  allowances  described  ii  section  338. 
"(oj  ADMIKISTRATIOM.— The  provisions  of  subthaptor  C  shall 
apply  to  the  administration  of  the  program  under  this  subchapter 
in  the  same  manner  and  to  the  same  extent  as  sucl  provisions 
apply  to  the  adjninistration  of  the  program  under  subchapters  A 
and  B,  except  that  the  agreement  between  the  Secretary  and  the 
States  described  in  section  239  shall  specify  th<  procedures  that 
will  be  used  to  carry  out  the  certification  proci  ss  described  in 
subsection  (a)  of  this  section^  including  procedv  res  for  the 
provision  of  relevant  data  by  the  Secretary  to  a:  sist  the  States 
in  making  preliminary  findings.*. 
SEC.  3.   CONFORMING  AMENDMENTS. 

(a)  BENEFIT  INFORMATION.— Section  225(b)  of  the  Trade  Act  is 
amended  by  inserting  "or  subchapter  D"  after  "sul  chapter  A"  in 
each  place  it  appears. 

(b)  NONDUPLI CATION   OF   ASSISTANCE. —Subchapt* r   C   of   Chapter    2 

of  title  II  of  the  Trade  Act  of  1974  is  amended  ly  adding  at  the 
end  thereof  the  following  new  section: 

"SEC.  249A.   NONDUPLICATZON  OF  ASSISTAICE. 

"No  worker  may  receive  assistance  relating  to  a 
separation  pursuant  to  certifications  i  nder  both 
subchapters  A  and  D  of  this  chapter." 
(C)  JUDICIAL  REVIEW. —Section  284  Of  the  TrJ  de  Act  of  1974 
is  amended  by  inserting  "or  section  2S0(a)"  aftei  "section  223". 
SEC.  4.   AUTHORIZATKW  OF  APPROPRIATIONS. 

Section  245  of  the  Trade  Act  of  1974  is  amei.ded— 
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(1)  by  Inserting  a  subsection  (a)  deaig nation  before 
"There", 

(2)  by  inserting  ",  except  tor   sxibchaptar  D"  after 
"chapter",  and 

(3)  by  inserting  the  following  new  subsection  at  the 
end  thereof: 

"(b)  There  are  authorized  to  be  a]  <propriated  to 
the  Department  of  Labor,  for  each  of  f  .seal  years  1994 
and  1995,  such  sums  as  nay  be  necessar'  to  carry  out 
stibchapter  D  of  this  chapter.*. 
SEC.  5.   EFFECTIVZ  DATE;  SUNSET 

(a)  EFFECTIVE  DATE.  —  The  anendments  aade  oy  sections  2,    3 
and  4  shall  take  effect  January  1,  1994. 

(b)  SUNSET.  —  Subsection  (c)  of  section  2J5  of  the  Trade 
Act  of  1974  is  amended  — 

(1)  by  inserting  a  paragraph  (1)  designation  before 
"No";  and 

(2)  by  inserting  the  following  new  paragraph  at  the  end 
thereof: 

"(2)  Notwithstanding  paragraph  ( L) ,  no  assistance, 
vouchers,  allowances  or  other  paynents  may  be  provided 
under  subchapter  D  of  chapter  2  after  June  30,  1995.". 
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SBCTION-BY-SECTION  ANALYSIS 


Section  1  provides  that  th«  short  title  of  tha  bill  is  the  | 

"NAFTA  Worker  Security  Act  of  1993." 

Section  2  amends  the  Trade  Adjustment  Assistance  for  workers 
program  (chapter  2  of  title  II  of  the  Trade  Act  of  1974}  to  add  a 
new  subchapter  0  (section  250)  which  establishes  tie  NAFTA 
Transitional  Adjustment  Assistance  Program. 

The  new  section  250 (a)  contains  the  eligibility  requirements         i 
for  workers  to  receive  assistance  under  the  prograa.  A  group  of  ! 

workers  shall  be  certified  as  eligible  to  apply  for  adjustment  i 

assistance  under  the  NAFTA  tremsitional  program  if  the  Secretary 
determines  that:  a  significant  number  or  proportion  of  the  ' 

workers  in  the  workers'  firm  or  appropriate  subdivision  of  the 
firm  have  become  or  are  threatened  to  become  totally  or  partially 
separated,  aM  either:  (1)  sales  or  production,  or  both,  have  ,i 

decreased  etbsolutely,  and  there  have  been  increases  in  imports  \ 

from  Mexico  or  Canada  of  articles  like  or  directly  competitive  ? 

with  articles  produced  by  the  workers'  firm  that  csntributed 
importantly  to  the  workers'  separation  and  to  the  decrease  in  the 
firm's  sales,  or  (2)  there  has  been  a  shift  in  prc:]uction  by  the  I 

workers'  firm  to  Mexico  or  Canada  of  like  or  directly  competitive         , 
articles  produced  by  the  workers'  firm  or  appropriate  I 

subdivision. 

Mo  worker  is  to  be  eligible  for  assistance  urier  this 
subchapter  if  such  worker's  last  total  or  partial  separation 
occurred  before  January  1,  1994.  i 


The  term  contributed  importantly  is  defined  fsr  purposes  of 
this  program,  as  it  is  in  the  general  program,  as  a  cause  Which 
is  important  but  not  necessarily  more  important  than  any  other 
cause . 

Under  this  section,  the  Secretary  is  also  to  issue 
guidelines  relating  to  how  these  eligibility  criteria  are  to  be 
applied  under  the  program. 

In  order  to  be  certified  as  eligible,  first,  a  group  of 
workers  or  their  union  or  other  authorized  representative  must 
file  a  petition  for  certification  with  the  Govemcr  of  the  State 
in  which  the  workers'  firm  is  located.   The  Goverr.or  is  included 
in  the  certification  process  to  promote  the  Statevide 
coordination  of  services  to  affected  workers.  The  Governor  is  to 
notify  the  Secretary  of  Labor  when  the  Governor  receives  the 
petition. 

Second,  within  10  days  of  receiving  the  petition,  the 
Governor  is  to  make  a  preliminary  finding  as  to  whether  the 
petition  meets  the  group  eligibility  criteria,  except  for  the 
criterion  relating  to  the  "contributed  importantlj"  test.  If  the 
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Governor  makes  a  prallfflinary  finding  that  the  cri  :erla  are  net, 
then  the  Governor  is  to  ensure  that  the  workers  a  re  Immediately 
provided  with  rapid  response  and  basic  readjustme  it  services 
under  title  III  of  the  Job  Training  Partnership  Art.   Regardless 
of  the  finding,  the  Governor  is  to  forward  all  pecitions  to  the 
secretary  for  a  final  determination. 

Third,  the  Secretary  makes  a  determination  «ithin  30 
days  after  receiving  the  petitions  forwarded  by  tne  Governor  and 
certify  as  eligible  to  apply  for  adjustment  assietance  under  the 
KAFTA  transitional  program  those  workers  whose  petition  meets  the 
group  eligibility  requirements.   If  the  Secretary  denies 
certification,  the  Secretary  is  then  to  review  tie  petition  in 
accordance  with  the  general  TAA  program  criteria  to  determine 
whether  such  workers  are  eligible  for  certification  under  the 
general  program. 

The  new  section  250(b)  identifies  the  services  that  are  to 
be  provided  to  eligible  workers  under  the  transit. ional  program. 
As  indicated  above,  rapid  response  and  basic  readjustment 
services  available  under  JTPA  are  to  be  provided  upon  the 
Governor's  preliminary  finding.  The  Secretary's  isertification 
triggers  the  provision  of  the  comprehensive  serv  .ces  and  benefits 
available  under  the  general  TAA  program,  which  a  re  to  be  provided 
in  the  sane  manner  and  the  same  extent  as  they  a  re  under  the 
general  program  with  certain  exceptions.   These  services  include 
employment  services  (such  as  counseling,  testing  and  job 
placement  assistance),  training,  trade  readjustment  allowances, 
job  search  allowances  and  relocation  assistance. 

With  respect  to  training,  in  lieu  of  the  $8  3  million  annual 
cap  that  applies  to  training  under  the  general  T.\A  program,  there 
would  be  a  cap  of  $45  million  for  training  under  the  NAFTA 
transitional  program  over  the  eighteen-month  duration  of  this 
program. 

with  respect  to  trade  readjustment  allowances,  there  are  two 
differences  between  the  general  program  and  the  NAFTA 
transitional  program.   First,  under  the  general  proaram, 
allowances  may  be  provided  either  to  workers  in  training  or 
workers  who  have  received  a  written  finding  thai  it  is  not 
feasible  or  appropriate  to  approve  a  training  program  for  such 
worker.  While  the  purpose  of  the  allowances  is  to  enable  workers 
to  participate  in  training,  recent  reports  suggtsst  that  this 
waiver  of  training  provision  has  been  granted  to  as  many  as  40 
percent  of  the  workers  receiving  allowances.  Tlie  NAFTA 
transition  program  therefore  would  eliminate  tht  waiver  and 
provide  for  the  payment  of  allowances  only  when  a  worker  is 
participating  in  training. 

Second,  under  the  general  program  a  worker  must  apply  to  a 
training  program  within  2X0  days  of  the  workers  first  certifi- 
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cation  of  eligibility  or,  i£  later,  within  210  days  of  the 
worker *s  total  or  partial  separation  from  employment,  in  order  to 
qualify  for  trade  readjustment  allowances.   The  NAFTA 
transitional  program  provides  that  a  worker  is  to  anroll  in  an 
approved  training  program  by  the  end  of  the  16th  week  of  the 
worker '6  initial  unemployment  compensation  benefit  period  in 
order  to  qpaalify  for  the  allowance.   This  latter  rsquireinent, 
which  is  similar  to  a  requirement  under  title  III  of   JTPA  that 
workers  be  enrolled  by  the  13th  week  of  receipt  of  unemployment 
compensation,  is  intended  to  facilitate  early  adjustment  by 
workers  which  has  been  demonstrated  to  be  an  imporcant  component 
of  a  successful  transition  to  new  jobs. 

The  new  section  250(c)  generally  applies  the  administrative 
provisions  in  subchapter  C  of  the  general  progreus  to  the  MAPTA 
transitional  program.  These  provisions  relate  to  idministrative 
agreements  between  the  Secretary  and  the  States,  a Jninistration 
of  the  program  by  the  Secretary  in  the  absence  of  i  State 
agreement,  the  procedures  for  payments  to  the  States,  the 
liabilities  of  disbursing  officers,  fraud  and  reco/ery  of  over- 
payments, criminal  penalties,  and  definitions.  Ths  one 
additional  condition  is  that  the  agreement  between  the  Secretary 
and  the  States  specify  the  certification  procedures  for  the  NAFTA 
transitional  program,  including  procedures  by  whici  the  Secretary 
is  to  provide  data  to  assist  the  States  in  making  jreliminary 
findings. 

Section  3  of  the  bill  contains  conforming  ameidments. 
Section  3(a)  extends  the  requirement  that  the  Secrjtary  provide 
written  notice  of  available  benefits  to  workers  co/ered  by  a 
certified  petition  under  the  general  program  to  thi   workers 
covered  by  a  certified  petition  under  the  NAFTA  trmsitional 
program. 

Section  3 (b)  provides  that  a  worker  is  not  to  receive 
assistance  relating  to  any  single  separation  from  >oth  the 
general  program  and  the  NAFTA  transitional  progrsun. 

Section  3(c}  provides  for  judicial  review  of  ^e  Secretary's 
final  determination  relating  to  a  certification  un  ler  the  NAFTA 
transitional  program  on  the  same  basis  such  review  is  provided 
under  the  general  program. 

Section  4  of  the  bill  authorizes  appropriatlo  is  of  such  suns 
as  are  necessary  to  carry  out  the  NAFTA  transition  il  program  in 
each  of  fiscal  years  1994  and  1995. 

Section  5(a)  of  the  bill  establishes  an  effective  date  of 
January  1,  1994  for  the  transitional  program,  which  is  the  same 
date  as  the  effective  date  for  NAFTA. 
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EXECUTIVE  SUMMARY 


The  Trade  Adjusiment  Assistance  <TAA)  prugram  ofTcrs  Trade  Readjustment  Allowances 
(TR  As)  and  reemploymcm  adjustment  services  to  workers  who  lose  Ihcir  jobs  in  the  face  of  increased 
import  competition.  Established  in  1962,  the  program  initially  emphasized  compensating  workers  for 
tTicir  k»i  income,  and  relatively  few  workers  received  training,  job-search  assistance,  or  relocation 
allowances  to  support  their  adjustment  to  new  jobs.  Beginning  in  1981,  the  emphasis  of  the  program 
was  shifted  toward  providing  adjustment  services,  particularly  training:  TRA  benefits  were  targeted 
more  strictly  at  the  long-term  unemployed,  and  more  funds  were  made  available  for  training. 
Furthermore,  as  one  of  several  major  changes  that  were  made  to  the  program  in  1988,  training  was 
made  an  entitlement  for  eligible  workers,  and  TRA  recipients  were  required  to  participate  in  an 
approved  training  program,  unicss  they  received  a  waiver  exempting  them  under  certain 
drcumstances. 


tiie  design  of  the  study 

The  evaluation  describes  the  pre-Iayoff  characteristics  and  post-layoff  labor-market  experience 
of  TRA  recipients,  based  on  data  on  nationally  representative  samples  of  TRA  recipients  who 
participated  in  the  program  either  just  before  or  just  after  the  19^  program  changes.  It  also 
describes  the  training  provided  under  the  program,  based  on  data  on  separate  nationally 
representative  samples  of  TAA  trainees.  Data  on  UI  exhaustees  from  manufacturing  industries  who 
did  not  receive  TRA  are  used  for  comparison  purposes.  The  data  used  in  this  evaluation  come 
primarily  from  telephone  interviews  with  the  samples  of  recipients.  Some  program  administrative  data 
were  also  collected. 


THE  FINDINGS 

The  Characteristics  of  TRA  Recipients 

■  The  workers  served  by  the  TAA  program  (that  is,  TRA  recipients)  dearly  exhibit  the 
characteristics  associated  with  displaced  workers.  In  most  cases,  they  were  permanently 
separated  from  their  prc-layoff  employers,  and  in  the  majority  of  cases  (70  percent)  the 
layoffs  were  due  to  plant  closings.  This  finding  contrasts  with  the  situaticm  in  the  1970s, 
when  the  majority  of  workers  served  by  the  TAA  program  were  job  attached. 

•  More  than  85  percent  of  TRA  recipients  come  from  the  manufacturing  sector,  with 
major  concentrations  in  the  textile  and  apparel,  rubber  and  leather,  primary  and 
fabricated  metals,  machinery,  and  transf)ortation  equipment  industries.  In  contrast,  most 
workers  in  the  general  population  of  displaced  workers  identified  by  the  Bureau  of  Labor 
Sutistics  had  not  previously  been  employed  in  manufacturing. 

•  The  average  pre-layoff  wages  of  TRA  recipients  were  higher  than  those  of  the  general 
population  of  displaced  workers  and  the  population  of  displaced  workers  served  under 
Title  III  of  JTPA.  The  average  pre-layoff  wages  of  TRA  recipients  were  also  higher 
than  those  of  UI  cxhaustees  from  the  same  manufacturing  industries.  This  difference 
may  be  due  to  the  fact  that  the  job  tenures  of  TRA  recipients  were  considerably  longer 
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ond  ihcit  rixtcs  of  unionization  higher  than  those  of  UT  cxhauxtccs  and,  indeed,  the 
general  population  of  displaced  woriccre.  TRA  recipicots  also  received  more  fringe 
benefits  than  did  Ul  cxhaustccs. 


Participatlon  in  Recnplojinent  Services 

•  Both  prior  to  and  after  the  1988  amendments,  a  substantial  proportion  of  TRA  recipients 
received  reemployment  services  from  the  TAA  program:  prior  to  the  1988  amendments. 
37  percent  participated  in  TAA  training;  this  proportion  rose  signiHcantly  (to  47  percent) 
after  the  1988  amendments.  In  addition,  most  TRA  redpients  rcceivoi  other 
reemployment  sendees  from  the  ES,  and  their  rales  of  receipt  were  higher  than  those  of 
Ul  cxhaustees  for  most  services.  However,  very  few  TRA  recipients  received  job-search 
payments  (or  out-of-area  job  searches  or  moving  expenses  to  take  an  out-of-arca  job, 
primarily  because  most  recipients  were  not  interested  in  moving. 

»  TRA  recipients  who  received  TAA  training  differed  from  nontrainees.  On  average,  TAA 
trainees  were  younger  and  better  educated  than  nontrainees.  Among  pre-88  recipients, 
the  prc-layoff  wages  of  trainees  were  higher  than  those  of  nontrainees,  but  controlling 
for  other  factors,  the  reverse  was  true  among  post-SB  recipients. 

•  The  training  provided  to  TAA  participants  generally  sought  to  develop  specific  job- 
related  skills  in  new  occupations.  Much  of  the  training  was  long-term  (longer  than  a 
year),  and  much  of  it  was  provided  at  vocational  training  centers  or  at  local  community 
colleges.  About  half  of  the  pre-88  trainees  entered  training  prior  to  receiving  TRA 
benefits,  this  percentage  rose  to  about  60  percent  among  trainees  after  the  1988 
amendments.  Seventy-^vxi  (72)  percent  of  pre-88  trainees  and  67  percent  of  post-88 
trainees  completed  training.  The  majority  of  trainees  felt  that  theii  training  both  helped 
them  find  a  job  and  gave  them  useful  experience  for  the  job  when  they  became 
reemployed. 


The  Post-LajofT  Employment,  Earnings,  and  Job  Characteristics  oC  TRA  Redpients 

•  Our  findings  are  consistent  with  the  presumption  that  the  TAA  program  serves 
unemployed  workers  who  are  likely  to  have  difficiiUy  in  finding  reemploynient.  The  post- 
layoff  jobless  spells  of  TRA  recipients  were  relatively  lon^  and  TRA  recipients  clearly 
experienced  longer  jobless  spells  on  average  than  did  other  Ul  exhaustees  from  the  same 
industries.  Jobless  spells  were  about  23  percent  longer  among  TRA  recipients  than 
among  Ul  exhaustees  piior  to  the  1988  legislative  changes,  and  about  14  percent  longer 
after  the  legislative  changes.  This  difference  in  the  length  of  initial  jobless  spells 
between  pre-88  and  post-88  TRA  tecipienu  was  mirrored  in  the  TRA  benefit  rates;  the 
average  pre^  TRA  recipient  received  18-4  *«eks  of  basic  TRA  payments,  and  the 
average  pQSt-88  TRA  redpient  received  15J  weeks. 

♦  Our  findings  based  on  quarterly  emploj-raent  and  earnings  measures  are  consistent  with 
the  Gndings  on  jobless  spcfls.  TRA  redpients  were  employed  less  and  earned  less  than 
UT  exhaustees  thioughout  most  of  the  three  years  after  their  initial  Ul  claim,  and  the 
difference  was  larger  before  than  after  the  1988  legislative  changes.   Both  before  and 
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after  the  1988  legislative  changes,  TRA  recipients  experienced  signiGcani  earnings  losses 
due  to  their  layiifr. 

Even  the  TRA  recipients  who  held  a  job  three  years  after  their  initia!  UI  claim 
experienced  significant  wage  and  benefit  Josses.  More  than  three  quarters  of  the 
reemployed  TRA  recipients  earned  less  in  their  new  job  three  years  after  their  initial  UI 
claim  than  they  did  in  their  pre-IayofF  job.  Wage  losses  were  significantly  higher  among 
TRA  recipients  than  among  UI  exhaustcea,  although  much  of  the  difference  can  be 
explained  by  the  fact  that  the  pre-layofT  wages  of  TRA  recipients  were  higher  than  those 
of  UI  cxhaustees.  The  average  levels  of  post -layoff  wages  among  the  reemployed  TRA 
recipients  and  UI  cxhaustees  were  similar.  Many  of  the  reemployed  TRA  recipients  also 
did  not  receive  the  same  amount  or  types  of  fringe  bcneSts  on  their  new  job  that  they 
received  on  their  old  job.  This  rate  of  benefit  loss  was  significantly  higher  among  TTIA 
recipients  than  among  UT  exhaustees,  although  TRA  recipients  stin  received  as  many  or 
more  fringe  benefits  on  average  on  their  new  job  than  did  the  UI  exhaustees.  The 
majority  of  TRA  redpients  became  reemployed  in  a  different  industry  or  different 
occupation,  and  the  industry-  and  occupation-switchers  experienced  greater  wage  losses 
than  those  who  did  not  switch. 


Post-LayofT  Etoployment,  Earnings,  and  Job  Characteristics  Among  TAA  TrainMS 

•  As  expected,  anptoyment  rates  and  average  earnings  levels  of  TAA  trainees  were  lower 
than  those  of  other  TRA  recipients  throughout  most  of  the  first  12  quarters  after  their 
initial  UI  claim.  The  differences  partly  reflect  the  investment  decision  made  by  trainees- 
lo  forego  employment  and  earnings  in  the  short  run  in  order  to  train  for  a  new  job  that 
they  hope  will  enhance  their  earnings  potential  in  the  future.  In  addition,  many  trainees 
chose  to  enter  training  only  after  they  were  jobless  for  a  substantial  period  of  tinrve.  Both 
factors  caused  the  lower  employment  and  earnings  levels  among  trainees  throughout  the 
post-layoff  period 

•  If  training  bad  a  positive  effect  on  employment  and  earnings,  we  would  expect  that  the 
employment  and  eaminp  of  trainees  would  eventually  be  higher  than  those  of 
nontrainecs,  other  things  being  equal  When  we  examined  employment  and  earnings  at 
the  end  of  12  quarters,  we  found  thai  trainees  tended  to  be  employed  more  and  to  earn 
more  than  other  TRA  recipients  In  quarter  12.  But  these  differeoca  are  attributable 
largely  to  diHierenccs  in  tte  observalslc  characteristics  o(  the  two  groups.  After  we 
controlled  for  these  characteristics,  the  outcomes  of  trainees  and  other  TRA  recipients 
were  similar.  Alternative  estimates  derived  for  trainees  who  had  exited  training  within 
two  years  after  their  initial  UI  claim  provide  some  indication  that,  at  least  for  the  post-88 
sample,  TAA  training  had  a  positive  eflect  on  those  trainees,  Howev«,  without  a  longer 
observation  period,  we  were  unable  lo  isolate  the  impact  of  training  on  the  remaining 
trainees.  Nevertheless,  our  findings  imply  that,  if  training  has  a  siibstantial  positive  effect 
on  employment  or  earnings  among  all  trainees,  It  is  realized  twt  earlier  than  three  yeara 
after  the  initial  UI  claim. 

•  Among  the  TRA  recipients  who  found  a  job,  those  who  had  participated  in  TAA  training 
received  slightiy  lower  wages  on  average  than  those  who  had  not  participated  in  training, 
but  the  differences  are  generally  not  significant  TAA  trainees  also  lost  more  fringe 
bencfiu  than  did  tbcssc  other  TRA  recipients.    However,  this  resnh  it  not  surprising: 
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TAA  trainees  were  mure  likely  to  have  switched  industry  or  occupatioD  on  iheir  new  job. 
and  industry-  and  occupation-switchers  suflcred  greater  wage  and  bencGt  losses  than  did 
Slayers.  Training  thus  appears  lo  be  part  of  a  transition  process,  in  which  workere  move 
from  their  old  industry  or  occupation  to  a  new  industry  or  occupation.  Among  those 
rcspcindcnis  who  switched  industry  or  occupation  on  their  new  job,  our  estimates  show 
that  the  average  wages  of  trainees  were  slightly  higher  than  those  of  nontrainees.  other 
things  being  equal.  Although  these  estimates  are  not  statistically  significant,  they  provide 
some  indication  that  TAA  training  may  have  had  a  positive  effect  on  the  wage  rates  of 
TRA  recipients  who  switched  to  a  new  industry  or  occuption. 


THE  COSTS  OF  WORKER  DISLOCATION  AND  TAA  EXPENDITURES 

•  The  costs  of  displacement  among  TRA  recipients,  as  measured  by  earnings  losses,  equal 
approximately  $46,000  during  the  Grst  three  years  after  the  initial  UI  claim.  Quarterly 
earnings  losses  tended  to  fall  towards  zero  over  time,  but  the  losses  were  still  large  even 
three  years  after  the  initial  claim.  In  quarter  12,  the  earnings  losses  averaged  nearly 
$3,000  dollars. 

•  Because  TRA  recipients  must  exhaust  UI  benefits  before  they  can  collect  TRA  benefits, 
these  earnings  losses  arc  higher  than  those  found  for  more  general  populations  of 
displaced  workers,  some  of  whom  wiD  become  reemployed  prior  to  ejdiaustion.  But  TRA 
recipients  had  even  higher  average  losses  than  UI  exhaustees-about  $10,000  higher  than 
during  the  three  years  after  the  initial  claim.  The  differences  were  highest  near  the  end 
of  the  Fint  year  after  the  initial  UI  claim,  after  which  they  declined  gradually. 

•  TRA  recipients  receive  assistance  from  the  federal  government  in  the  form  of  UI 
benefits,  TRA  paymoits,  TAA  job-search  allowances,  TAA  relocation  allowances,  and 
TAA  training.  The  total  value  of  these  benefits  was  about  $10,603  per  TRA  redpient 
in  our  pcst-88  sample,  which  fafls  far  short  of  the  average  earning  losses,  or  total  costs 
of  displacement,  amot^  TRA  recipients.  However,  the  TAA  program  provided  more 
than  half  the  assistaixs  received  by  TRA  recipients,  demonstrating  the  importance  of 
TAA  benefits  for  those  who  qualify. 


POUCY  IMPUCATIONS 

During  the  1980s,  the  TAA  program  evolved  from  a  program  that  emphasized  compensating 
trade-impacted  workers  for  kat  income  to  a  program  that  emphasized  providing  adjmtment  services, 
particularly  training.  This  evolution  of  the  program  encompassed  three  major  dianges  in  the 
structure  of  the  program  that  have  been  examined  in  this  evaluation.  This  section  summarizes  our 
findings  on  these  changes,  so  as  to  provide  mput  and  guidance  for  designing  future  displaced  worker 
programs. 

The  first  major  change  in  the  TAA  program  in  the  1980s  was  the  change  m  the  TRA  bencQt 
structure,  instituted  in  1981.  The  change  reduced  the  TRA  weekly  benefit  amount  to  the  level  of 
the  worker's  regular  weekly  uncmploymcat  insurance  (UI)  benefit  and  spedSed  that  a  worker  could 
receive  TRA  payments  only  after  he  or  she  exhausted  the  UI  entitlement.  Thus,  after  this  change, 
only  the  long-term  unemployed  were  eligible  for  financial  benefits  &om  the  TAA  program. 
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Our  Qndings  imply  that  this  policy  change  had  its  intended  effect-to  improve  (he  targeting  of 
the  TAA  progmm.  Unlike  the  1970s,  the  TAA  program  in  the  1980s  began  to  serve  workers  who 
■were  displaced /vmifl/iCTr/y  from  their  jobs.  In  addition,  our  findings  shew  that  TRA  recipient*  have 
greater  difficulty  in  become  reemployed  than  do  similar  UI  exhaustecs.  Part  of  the  reason  that 
targeting  has  become  more  effectwe  is  that  employment  in  the  industries  served  by  TAA  declined  in 
the  1980s  relative  to  the  1970s.  But  wc  believe  that  the  change  in  the  TAA  program  structure  also 
contributed  to  this  outcome.  In  particular,  laid-off  workers  who  are  job  attached  and  arc  likely  to 
be  recalled  to  their  former  job  before  they  exhaust  Ul  were  made  incUgiblc  for  TRA  payments. 

The  second  major  change  in  the  1980s  encompassed  both  changes  in  the  TAA  program  and  the 
enactment  of  two  additkinal  pieces  of  legislatioa  Specifically,  the  1988  amendraenis  to  the  TAA 
program  required  that  states  use  several  mechanisms  for  providing  information  on  the  program  to 
potentially  eligible  individuals.  In  particular,  a  part  of  the  amendments,  states  were  required  to 
coordinate  the  TAA  service  delivery  system  with  the  delivery  system  of  the  new  displaced  worker 
program-EDWAA-established  under  Title  ID  of  JTPA  in  turn,  the  EDWAA  l^islation  required 
that  states  establish  a  rapid-response  capability  to  react  to  mass  layofEs  and  plant  closings.  Finally, 
the  Worker  Adjustment  and  Retraining  Notifkation  Act  (WAR>f),  also  passed  in  1988,  required  that 
employers  of  100  or  more  workers  give  the  aflfecied  workers  and  the  appropriate  state  displaced 
worker  unit  at  least  60  days'  advance  notice  of  a  plant  closing  or  layoff. 

The  purpose  of  these  changes  was  to  ensure  that  displaced  workers  were  informed  about 
available  services  as  cariy  in  their  jobless  spell  as  possible  to  hasten  their  adjustment  process.  These 
initiatives  (combined  with  a  third  major  program  change  that  made  training  an  entitlement)  were 
successful  at  enhancing  TAA  service  provision:  post-88  TRA  recipients  were  offered  services  and 
began  training  earlier  in  their  jobless  spells  than  did  pre-88  TRA  recipients. 

The  third  major  change  in  the  TAA  program,  m  1988,  made  training  an  entitlement;  yet  it  also 
required  that  TRA  recipients  participate  in  an  approved  training  program  unless  they  received  a 
waiver  exempting  them  under  certain  circumstancjcs.  A  training  requirement  might  affect  TRA 
recipients  in  at  least  two  ways.  First,  it  might  increase  the  training  participation  rate  among  TRA 
recipients.  Our  findings  show  that,  while  participation  in  training  prior  to  the  training  reqirirement 
had  expanded  considerably  relative  to  the  1970&,  the  requirement  increased  training  participation  even 
further,  to  approximately  half  of  ail  TRA  recipients.  A  training  requirement  mi^t  also  affect  TRA 
recipients  by  targeting  TRA  payments  at  those  who  need  training  and  by  discouraging  long  spells  of 
TRA  receipt  among  redpienta  who  have  no  need  or  desire  to  participate  m  training.  Our  findings 
are  consistent  with  this  story.  They  suggest  that  the  training  requirement  reduced  weeks  of  TRA 
receipt  among  the  average  recipient,  despite  the  fact  that  the  average  duration  of  training  increased. 
In  addition,  the  training  requirement  led  to  a  decline  in  the  duration  of  the  initial  jobless  spell  and 
to  an  increase  in  earnings  due  to  more  rapid  reemployment 

Whether  training  should  be  required  of  TRA  recipients  shouU  depend  on  bow  successful  it  is 
at  increasing  employment  and  earnings.  Our  findings  do  not  indicate  that  making  training  mandatory 
had  a  significant  impact  on  the  estimated  employment  and  earnings  diCEerenca  of  TAA  trainees  and 
other  TRA  recipients.  However,  we  also  did  not  find  strong  evidence  that  training  had  a  substantial 
positive  effect  on  employment  and  earnings,  at  least  in  the  first  three  years  afier  the  initial  UI  claim. 
Given  this  uncertainty  about  the  returns  to  training,  we  believe  that  training  participation  should  be 
voluntary  rather  than  mandatory  for  TRA  recipients.  Even  if  training  were  made  voluntary,  a 
relatively  large  proportion  of  TRA  recipients  would  still  probably  participate  in  training;  for  example, 
more  than  a  third  of  the  members  of  our  pre-88  sample  of  TRA  recipients,  for  whom  training  was 
voluntary,  parucipated  in  training.  At  the  same  time,  the  training  requirement  could  be  replaced  with 

TAA  Evklaatfam  •  rmJ  K«p«it  XXi  Mtficmalka  Foltcr  Rcttareh.  loc 


128 


a  requirement  to  participate  in  a  job-search  program.  Thb  strategy  was  attempted  in  the  TAA 
program  between  1986  and  1988,  but  the  job-search  services  were  never  fully  implemented  due  to 
the  absence  of  adequate  funding.  Recent  research  suggests  that  combination  of  a  job-search 
requirement  and  job^•sca^ch  assistance  can  reduce  the  receipt  of  unemployment  benefits  among 
recipients. 

An  alternative  approach  would  be  to  offer  TRA  payments  only  to  those  individuals  who  actively 
participate  in  training.  Targeting  TRA  payments  only  at  trainees  would  help  ensk-rc  that  resources 
go  to  individuals  who  are  actively  engaged  in  adjusting  to  a  new  industry  or  occupatioa  But  the 
approach  would  deny  TRA  payments  to  many  displaced  workers  who-  cannot  or  choose  not  to 
participate  in  training.  Based  on  our  findings,  these  nontrainees  will  experience  severe  earnings  losses 
after  their  layofT.  Denying  them  additional  unemployment  compensation  might  be  socially 
undesirable. 


TAA  EvaliuUoit '  Final  lUport 
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Mr.  Peterson.  Our  first  panel  of  witnesses  today,  this  morning, 
are  Gerald  W.  Peterson,  assistant  inspector  general  for  audit  at  the 
Department  of  Labor,  and  Linda  G.  Morra,  Director  of  Education 
and  Employment  Issues,  Human  Resources  Division,  General  Ac- 
counting Office. 

We  are  looking  forward  this  morning  to  your  testimony  and  ap- 
preciate you  coming  before  the  committee  on  this  short  notice.  It 
is  the  custom  of  the  Government  Operations  Committee  during 
their  hearings  which  are  investigative  hearings  to  swear  in  all  wit- 
nesses so  that  we  do  not  discriminate  against  any  of  them. 

Do  you  have  any — any  of  you  have  an  objection  to  being  sworn 
in?  If  not,  would  you  please  nse  and  raise  your  right  hand. 

[Witnesses  sworn.] 

Mr.  Peterson.  Thank  you,  and  please  be  seated.  Mr.  Peterson 
and  Ms.  Morra,  your  written  statements  in  their  entirety  will  be 
made  part  of  the  record,  so  if  you  want  to  summarize,  feel  free  to. 

We  will  start  with  you,  Mr.  Peterson,  and  appreciate  your  being 
here. 

STATEMENT  OF  GERALD  W.  PETERSON,  ASSISTANT  INSPEC- 
TOR  GENERAL  FOR  AUDIT,  U.S.  DEPARTMENT  OF  LABOR,  AC- 
COMPANIED  BY  ROGER  LANGSALE,  ASSISTANT  REGIONAL 
INSPECTOR  GENERAL  FOR  AUDIT,  CHICAGO  REGION 

Mr.  Gerald  Peterson.  Mr.  Chairman  and  members  of  the  sub- 
committee, I  am  pleased  to  appear  before  you  today  to  present  the 
results  of  our  recent  audit  of  the  Trade  Adjustment  Assistance, 
TAA  program,  in  the  nine  selected  States. 

The  GIG  conducted  the  audit  to  determine  whether  the  TAA  pro- 
gram helped  workers  find  suitable  employment  and,  where  training 
was  needed,  how  the  States  managed  their  training  efforts. 

Moreover,  because  of  the  lack  of  information  about  program  out- 
comes discovered  during  preliminary  audit  work,  we  conducted  this 
audit  to  inform  ETA  and  the  Congress  about  key  characteristics  of 
the  TAA  program  performance. 

ETA  does  not  require  States  to  collect  data  on  how  participants 
fared  after  leaving  the  TAA  program  as  it  does  for  other  training 
programs,  including  JTPA  title  III. 

Therefore,  to  achieve  our  audit  obiectives,  GIG  traced  the  status 
of  1,198  participants  in  nine  selected  States  and  reviewed  manage- 
ment controls  over  TAA  program  operations. 

The  average  TAA  participant  in  our  sample  was  43  years  old, 
had  an  11th  grade  education,  worked  10 V2  years  for  the  trade  af- 
fected employer,  and  earned  $440  a  week  at  the  time  of  first  sepa- 
ration from  the  affected  employment.  Fifly-four  percent  of  the  par- 
ticipants in  our  sample  were  women. 

Based  on  our  review,  the  OIG  concluded  that  after  19  years  of 
program  operation,  neither  ETA  nor  the  States  know  whether  TAA 
is  effective  in  assisting  workers  to  return  to  suitable  employment 
in  occupations  not  adversely  affected  by  increased  imports.  The 
lack  of  clearly  defined  program  objectives,  participant  followup,  and 
relevant  performance  measures  contributed  to  the  absence  of  data 
necessary  to  evaluate  the  program. 

As  a  result  of  our  audit  findings,  we  determined  that  the  TAA 
program  fell  short  of  meeting  the  training  and  reemployment  goals 
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implied  by  the  act  for  a  substantial  portion  of  our  sample  partici- 
pants. 

Specifically  we  found  that  while  6  out  of  every  10  workers  en- 
rolled found  new  employment  during  the  year  following  their  par- 
ticipation in  the  program,  fewer  than  4  of  the  10  found  new  em- 
ployment which  paid  or  had  the  potential  to  pay  suitable  wages, 
which  we  interpreted  as  80  percent  or  more  of  their  former  wages, 
and  2  of  the  10  returned  to  work  for  their  former  employers. 

Although  the  act  emphasizes  training  as  a  means  to  assist  work- 
ers to  return  to  suitable  employment,  just  over  5  of  every  10  work- 
ers enrolled  in  TAA-approved  training  programs;  of  these,  just  over 
2  found  training-related  jobs  and  only  1  foimd  new  employment  re- 
lated to  the  training  received  and  that  paid  or  had  the  potential  to 
pay  suitable  wages. 

The  act  requires  workers  to  enroll  in  approved  training  programs 
as  a  condition  to  receive  TRA  payments  unless  specifically  waived 
from  the  training  requirement.  Although  the  act  intended  that 
waivers  be  granted  sparingly,  we  found  that  participants  who  do 
not  wish  to  attend  training  were  almost  always  granted  waivers 
from  the  training  requirement  without  losing  an  entitlement  to 
basic  TRA  payments. 

In  addition,  OIG  identified  four  problem  areas  where  TAA  pro- 
gram management  should  be  improved. 

The  TAA  program  was  managed  by  ETA  and  the  States  as  an 
entitlement  or  compensation  program  without  specific  training  or 
reemployment  goals.  Virtually  no  information  existed  at  the  Fed- 
eral or  State  level  about  what  happened  to  TAA  participants  after 
they  completed  or  dropped  out  of  the  program  because  there  was 
no  requirement  in  the  act  or  implementing  regulations  to  collect  or 
report  such  information. 

Required  ETA  reports  on  TAA  program  activities  and  services 
did  not  contain  sufficient  information  about  training  and  reemploy- 
ment outcome  to  permit  evaluation  of  the  program's  effectiveness, 
and  several  critical  data  elements  were  incomplete  or  inaccurately 
reported  by  the  States.  There  were  weak  controls  over  key  program 
provisions  regarding  the  granting  of  training  waivers  and  a  lack  of 
definition  of  the  reasonableness  of  training  costs  and  the  period  of 
entitlement  to  training. 

In  closing,  the  TAA  program,  as  modified  by  the  1988  amend- 
ments, is  intended  to  meet  the  particular  needs  of  a  subgroup  of 
dislocated  workers,  those  whose  dislocation  is  a  result  of  foreign 
trade. 

The  demographics  of  the  TAA  population  and  the  often  perma- 
nent loss  of  jobs  in  industries  affected  by  the  foreign  trade  pose 
special  challenges  in  addressing  these  needs.  Without  the  means  to 
evaluate  on  an  ongoing  basis  whether  the  program's  aims  are  being 
met  in  the  form  of  long-term  employment  with  earnings  that  sub- 
stantially replace  the  wages  lost  as  a  result  of  foreign  trade,  pro- 
gram effectiveness  will  not  be  maximized. 

Thank  you,  Mr.  Chairman. 

Mr.  Peterson.  Thank  you,  Mr.  Peterson. 

[The  prepared  statement  of  Grerald  Peterson  follows:] 
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STATEMENT  OF  GERALD  W.  PETERSON 

ASSISTANT  INSPECTOR  GENERAL  FOR  AUDIT 

U.S.  DEPARTMENT  OF  LABOR 

BEFORE  THE  EMPLOYMENT,  HOUSING  AND  AVIATION  SUBCOMMITTEE 

COMMITTEE  ON  GOVERNMENT  OPERATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

October  19,  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  appear  before  you  today  to  present  the  results  of 
our  recent  audit  of  the  Trade  Adjustment  Assistance  (TAA)  program 
in  nine  selected  states. 

The  GIG  conducted  the  audit  to  determine  whether  the  TAA  program 
helped  workers  find  suitable  employment  and,  where  training  was 
needed,  how  the  states  managed  their  training  efforts.   Moreover, 
because  of  the  lack  of  information  about  program  outcomes 
discovered  during  preliminary  audit  work,  we  conducted  this  audit 
to  inform  ETA  and  the  Congress  about  key  characteristics  of  TAA 
program  performance. 

Background 

By  way  of  background,  TAA  has  been  operating  for  about  19  years 
and  was  recently  reauthorized  by  the  Congress  through 
September  30,  1998.   The  program  is  intended  to  help  a  special 
class  of  dislocated  workers  —  those  who  lost  their  jobs  because 
of  increased  imports  —  return  to  suitable  employment.   The  1988 
amendments  to  the  Trade  Act  of  1974  emphasized  training  as  a 
means  to  achieve  this  objective. 
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TAA  is  one  of  two  major  Federal  employment  and  training  programs 
designed  to  serve  dislocated  workers;  the  other  is  JTPA's  Title 
III  program.  Employment  and  Training  Assistance  for  Dislocated 
Workers. 

TAA  and  JTPA  Title  III 

Several  important  differences  exist  between  TAA  and  JTPA  Title 
III.   Unlike  JTPA  Title  III,  which  serves  eligible  persons  who 
are  dislocated  for  any  reason,  the  TAA  program  is  reserved  for 
those  workers  who  are  certified  by  the  Secretary  as  having  been 
dislocated  due  to  increased  foreign  imports. 

Also,  JTPA  Title  III  authorizes  but  does  not  require  the 
provision  of  needs-based  payments  to  enrollees  meeting  certain 
conditions.    In  contrast,  TAA  participants  who  have  exhausted 
their  unemployment  compensation  are  entitled  to  Trade 
Readjustment  Allowances  (TRA)  to  the  extent  they  are  enrolled  in, 
have  completed  or  are  properly  waived  from  approved  training. 
These  allowances  are  equivalent  to  the  level  of  unemployment 
compensation  applicable  to  the  individual. 

Finally,  performance  standards  based  on  placement  and  job 
retention  are  legislatively  required  for  JTPA  Title  III,  whereas 
performance  standards  do  not  exist  in  the  TAA  program.   The 
absence  of  performance  standards  was  a  central  finding  of  our 
report. 
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TAA  Audit  Findings 

ETA  does  not  require  states  to  collect  data  on  how  participants 
fared  after  leaving  the  TAA  program  as  it  does  for  other  training 
programs,  including  JTPA  Title  III.   Therefore,  to  achieve  our 
audit  objectives,  OIG  traced  the  status  of  1,198  participants  in 
nine  selected  states  and  reviewed  management  controls  over  TAA 
program  operations.   The  average  TAA  participant  in  our  sample 
was  43  years  old,  had  an  11th  grade  education,  worked  10  and  a 
half  years  for  the  trade-affected  employer  and  earned  $440  a  week 
at  the  time  of  first  separation  from  the  affected  employment;  54 
percent  of  the  participants  in  our  sample  were  women. 

Based  on  our  review,  the  OIG  concluded  that,  after  19  years  of 
program  operation,  neither  ETA  nor  the  states  know  whether  TAA  is 
effective  in  assisting  workers  to  return  to  suitable  employment 
in  occupations  not  adversely  affected  by  increased  imports.   The 
lack  of  clearly  defined  program  objectives,  participant  followup 
and  relevant  performance  measures  contributed  to  the  absence  of 
data  necessary  to  evaluate  the  program. 

As  a  result  of  our  audit  findings,  we  determined  that  the  TAA 
program  fell  short  of  meeting  the  training  and  reemployment  goals 
implied  by  the  Act  for  a  substantial  portion  of  our  sample 
participants.   Specifically,  we  found: 
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While  6  out  of  every  10  workers  enrolled  found  new 
employment  during  the  year  following  their  participation  in 
the  program,  fewer  than  4  of  the  10  found  new  employment 
which  paid  or  had  the  potential  to  pay  suitable  wages  (which 
we  interpreted  as  80  percent  or  more  of  their  former  wages) , 
and  2  of  the  10  returned  to  work  for  their  former  employers. 

Although  the  Act  emphasizes  training  as  a  means  to  assist 
workers  to  return  to  suitable  employment,  just  over  5  of 
every  10  workers  enrolled  into  TAA-approved  training 
programs.   Of  these,  just  over  2  found  training-related  jobs 
and  only  1  found  new  employment  related  to  the  training 
received  and  that  paid  or  had  the  potential  to  pay  suitable 
wages. 

•     The  Act  requires  workers  to  enroll  into  approved  training 
programs  as  a  condition  to  receive  TRA  payments  unless 
specifically  waived  from  the  training  requirement.   Although 
the  Act  intended  that  waivers  be  granted  sparingly,  we  found 
that  participants  who  did  not  wish  to  attend  training  were 
almost  always  granted  waivers  from  the  training  requirement 
without  losing  entitlement  to  basic  TRA  payments. 

In  addition,  OIG  identified  four  problem  areas  where  TAA  program 
management  should  be  improved: 
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•  The  TAA  program  was  managed  by  ETA  and  the  states  as  an 
entitlement  or  compensation  program,  without  specific 
training  or  reemployment  goals  (in  contrast  to  JTPA  Title 
III  and  other  programs  administered  by  ETA) . 

Virtually  no  information  existed  at  the  Federal  or  state 
level  about  what  happened  to  TAA  participants  after  they 
completed  or  dropped  out  of  the  program  because  there  was  no 
requirement  in  the  Act  or  implementing  regulations  to 
collect  or  report  such  information. 

•  Required  ETA  reports  on  TAA  program  activities  and  services 
did  not  contain  sufficient  information  about  training  and 
reemployment  outcomes  to  permit  evaluation  of  the  program's 
effectiveness,  and  several  critical  data  elements  were 
incomplete  or  inaccurately  reported  by  the  states. 

•  There  were  weak  controls  over  key  program  provisions 
regarding  the  granting  of  training  waivers  and  a  lack  of 
definition  of  the  reasonableness  of  training  costs  and  the 
period  of  entitlement  to  training. 

Recommendations 

To  increase  program  effectiveness,  the  OIG  has  recommended  that 
the  Assistant  Secretary  for  Employment  and  Training:  formulate 
well-defined  objectives,  standards  and  measures  to  be  used  in 
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evaluating  program  performance  and  effectiveness;  implement 
procedures  which  require  states  to  follow  up  on  workers'  status 
after  their  participation;  design  and  implement  a  management 
information  system  which  meets  the  needs  of  state  and  Federal 
program  managers  in  overseeing  program  operations  and  evaluating 
program  effectiveness;  and  strengthen  controls  over  the  granting 
of  waivers  from  the  training  requirement,  determining  the 
reasonableness  of  training  costs  and  limiting  the  time  frame  for 
entitlement  to  TAA-funded  training. 

In  closing,  the  TAA  program,  as  modified  by  the  1988  amendments, 
is  intended  to  meet  the  particular  needs  of  a  sub-group  of 
dislocated  workers  —  those  whose  dislocation  is  a  result  of 
foreign  trade.   The  demographics  of  the  TAA  population  and  the 
often  permanent  loss  of  jobs  in  industries  affected  by  foreign 
trade  pose  special  challenges  in  addressing  these  needs.   Without 
the  means  to  evaluate  on  an  ongoing  basis  whether  the  program's 
aims  are  being  met,  in  the  form  of  long-term  employment  with 
earnings  that  substantially  replace  the  wages  lost  as  a  result  of 
foreign  trade,  program  effectiveness  will  not  be  maximized. 

Mr.  Chairman,  this  concludes  my  prepared  statement.   I  will  be 
pleased  to  answer  any  questions  you  may  have. 
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Mr.  Peterson.  We  appreciate,  again,  your  being  here  and  the 
brevity  of  your  testimony.  We,  as  you  can  imagine,  are  going  to 
have  a  lot  of  questions.  We  will  now  hear  from  Linda  Morra  irom 
the  GAO,  and  do  you  have  some  people  with  you? 

Ms.  Morra.  Yes,  I  do. 

Mr.  Peterson.  Do  you  want  to  introduce  them? 

STATEMENT  OF  LINDA  G.  MORRA,  DIRECTOR,  EDUCATION 
AND  EMPLOYMENT  ISSUES,  HUMAN  RESOURCES  DIVISION, 
U.S.  GENERAL  ACCOUNTING  OFFICE,  ACCOMPANIED  BY 
SIGURD  R.  NILSEN  AND  ROBERT  T.  ROGERS,  ASSISTANT  DI- 
RECTORS, EMPLOYMENT  AND  TRAINING 

Ms.  Morra,  I  would  like  to  introduce  Bob  Rogers  and  Sigurd 
Nilsen  of  GAO.  They  are  Assistant  Directors  in  charge  of  our  em- 
ployment and  training  work,  so  they  have  a  wide  range  of  knowl- 
edge about  programs. 

Mr.  Chairman,  Mr.  ZelifF,  we  are  pleased  to  be  here  today  to  dis- 
cuss the  Trade  Adjustment  Assistance  or  TAA  program.  Many 
workers  are  being  dislocated  because  of  increased  imports  and 
some  receive  assistance  from  the  TAA  program  to  help  them  reen- 
ter the  work  force. 

With  the  current  debate  over  NAFTA  and  the  possible  job  dis- 
locations certaiin  industries  are  likely  to  experience,  it  is  important 
to  ensure  that  an  effective  adjustment  assistance  program  is  in 
place. 

My  testimony  today  will  focus  on  our  recent  work  concerning 
TAA.  Our  studies,  as  well  as  those  of  Labor's  inspector  general  and 
the  recent  Mathematica  study  that  Labor  commissioned,  concluded 
that  TAA  falls  short  in  assisting  dislocated  workers  to  enter  the 
work  force. 

To  be  successful,  we  believe  that  a  reemployment  assistance  pro- 
gram should  meet  seven  goals.  However,  the  TAA  program  fails  to 
meet  these  goals.  Let  me  expand. 

The  first  goal  of  an  effective  assistance  program  is  that  assist- 
ance should  he  equally  accessible  to  all  affected  workers.  However, 
international  competition  impacts  many  dislocated  workers  who 
are  not  eligible  for  TAA. 

We  found  four  reasons  for  this.  First,  flaws  in  Labor's  investiga- 
tions have  raised  questions  about  decisions  to  approve  or  deny  cer- 
tification to  workers.  We  estimate  that  63  percent  of  the  petitions 
filed  in  1990  and  1991  had  flawed  investigations.  Many  of  these 
flaws  appeared  to  result  because  of  pressure  to  complete  complex 
investigations  in  60  days. 

Second,  Labor  generally  approves  certifications  of  employees  with 
companies  that  provide  services  or  component  parts  if  the  company 
also  produces  the  finished  product  that  is  impacted  by  imports. 
However,  Labor  denies  certification  to  workers  who  provide  serv- 
ices or  produce  component  parts  for  another  company  that  is  trade 
impacted. 

We  found  that  about  40  percent  of  the  petitions  filed  in  1990  and 
1991  were  for  workers  who  either  provide  services  or  produce  com- 
ponent parts. 

Third,  some  workers  are  dislocated  even  when  there  is  no  in- 
crease in  imports.  The  relocation  of  production  facilities  to  another 
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country  may  result  in  the  loss  of  jobs  that  produced  items  for  ex- 
port, however,  because  the  job  loss  is  not  tied  to  imports,  the  work- 
ers are  not  eligible  for  TAA. 

Fourth,  dislocated  workers  are  not  eligible  for  TAA  assistance  if 
they  are  not  eligible  for  UI  benefits.  Because  each  State  has  its 
own  UI  eligibility  criteria,  a  dislocated  worker  might  qualify  for 
benefits  in  one  State  while  a  worker  with  a  similar  work  history 
in  a  different  State  might  not  qualify  for  UI  benefits,  and  thus  not 
have  access  to  TAA  even  thougn  workers  from  the  same  firm  were 
certified  as  trade  impacted. 

The  second  goal  is  providing  early  intervention.  Researchers 
have  found  that  reaching  workers  before  or  at  the  time  of  layoff  in- 
creases the  chances  of  reemployment,  however,  TAA  is  often  slow 
in  providing  services  to  workers.  Our  analysis  in  Michigan,  New 
Jersey,  and  Texas  show  that  65  percent  of  the  TAA  participants  did 
not  receive  training  in  their  first  15  weeks  of  unemployment. 

Mathematica  reported  similar  findings  from  its  national  study. 
Delays  in  the  delivery  of  TAA  assistance  were  generally  due,  once 
again,  to  the  complex  worker  certification  and  notification  process. 

Goal  three  is  tailoring  assistance  to  worker  needs.  Research  has 
also  shown  that  the  reemployment  potential  of  dislocated  workers 
is  enhanced  when  programs  offer  a  range  of  assistance  options, 
independent  assessment  of  workers,  and  assistance  tailored  to  meet 
their  individual  needs. 

However,  TAA  participants  may  receive  services  that  are  not  tai- 
lored to  their  needs,  because  while  a  range  of  services  is  author- 
ized, TAA  actually  provides  a  limited  mix  of  services.  For  example, 
we  foimd  that  TAA  offers  participants  classroom  training  in  a  vari- 
ety of  occupations,  but  it  does  not  offer  the  option  of  on-the-job 
training. 

In  addition,  many  TAA  participants  never  receive  assessment  or 
counseling  services. 

The  fourth  goal  is  to  provide  dislocated  workers  with  ongoing 
counseling  and  support.  Researchers  have  found  that  dislocated 
workers  often  need  ongoing  monitoring,  encouragement,  and  sup- 
port. For  example,  maintaining  contact  with  participants  after  they 
enter  training  to  provide  encouragement  and  additional  assistance 
that  helps  enable  participants  to  complete  training  is  often  cited  as 
a  common  characteristic  of  successful  programs.  There  is  little  evi- 
dence, however,  that  TAA  provides  ongoing  contact  with  partici- 
pants after  they  enter  training.  For  example,  our  analysis  of  TAA 
in  Michigan,  New  Jersey,  and  Texas  found  little  evidence  of  follow- 
up. 

The  fifth  goal  is  to  tie  income  benefits  to  reemployment  assist- 
ance. Since  1988,  income  support  under  TAA  has  been  linked  to 
employment  training.  Workers  must  participate  in  training  unless 
it  is  determined  that  training  is  not  feasible  or  appropriate.  In  such 
cases,  TAA  participants  receive  a  waiver,  however,  liberal  use  of 
the  waiver  provision  has  resulted  in  many  TAA  participants  not 
participating  in  training. 

In  the  three  local  areas  in  our  analysis,  39  percent  of  the  workers 
receiving  cash  benefits  did  not  enter  training.  Labor's  IG  found  in 
their  nine  State  survey  that  almost  half  the  workers  enrolled  in  the 
TAA  program  did  not  participate  in  training,  and  Mathematica 
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found  that  53  percent  of  TAA  participants  were  not  enrolled  in 
training  nationally. 

The  sixth  goal  is  linking  training  with  job  opportunities.  The 
TAA  program  rarely  works  with  participants  after  they  complete 
training  to  help  ensure  that  they  find  job  opportunities  related  to 
that  training. 

The  Labor  IG  has  reported  that  most  of  the  States  in  their  sur- 
vey did  not  maintain  contact  about  participants  after  they  com- 
pleted training  unless  the  participant  returned  to  the  emplojnnent 
service  for  additional  help. 

Mathematica  also  reported  that  contact  with  participants  after 
training  to  assist  in  identifying  job  opportunities  was  uncommon. 

The  seventh  and  final  goal  of  a  reemployment  assistance  pro- 
gram that  I  am  going  to  discuss  is  a  system  to  track  performance 
and  evaluate  effectiveness.  The  TAA  program  lacks  a  basic  track- 
ing system.  It  has  no  established  performance  goals  and  thus  there 
is  little  impetus  for  States  to  track  participant  progress  or  program 
performance. 

Even  when  States  do  collect  information  on  their  own,  they  do 
not  collect  the  same  types  of  information  or  their  definitions  are 
not  consistent.  Without  basic  information  on  who  the  program 
served,  the  services  they  received,  and  how  they  fared  after  com- 
pleting the  training,  both  in  the  short  run  and  in  the  long  run,  no 
determination  can  he  made  about  how  the  program  is  performing, 
or  what  can  be  done  to  improve  performance. 

A  final  point  I  would  like  to  make  is  that  the  TAA  program  is 
not  the  only  federally  funded  program  designed  to  assist  dislocated 
workers.  A  total  of  nine  programs  or  funding  sources  assist  various 
groups  of  dislocated  workers. 

However,  with  these  separate  funding  sources  comes  additional 
administrative  requirements,  such  as  determining  the  eligibility  of 
dislocated  workers  for  assistance  under  each  program,  tracking  the 
use  of  a  set  of  funds  to  ensure  that  only  those  eligible  for  assistance 
under  each  program  actually  receive  the  services,  and  developing 
plans  or  grant  proposals  to  apply  for  the  additional  funds  under  the 
various  dislocated  worker  categories. 

These  requirements  have  the  potential  to  add  costs  to  the  admin- 
istration of  assistance  for  dislocated  workers. 

As  Congress  debates  NAFTA  and  considers  how  best  to  assist 
those  woncers  who  will  be  affected,  as  well  as  other  dislocated 
workers,  it  mav  wish  to  consider  a  simplified  approach  that  assists 
workers  regardless  of  the  reason  for  their  dislocation. 

Mr.  Chairman,  that  concludes  my  testimony.  We  would  be  happy 
to  answer  any  questions. 

Mr,  Peterson.  Thank  you  very  much,  Ms.  Morra. 

[The  prepared  statement  of  Ms.  Morra  follows:] 
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SUMMARY  OF  TESTIMONY  BY  LINDA  G.  MORRA 

DISLOCATED  WORKERS 

TRADE  ADJUSTMENT  ASSISTANCE  PROGRAM  FLAWED 


Each  year,  approximately  1  million  experienced  workers  lose  their  jobs  due  to 
business  closures  and  permanent  layoffs.    Many  of  these  workers  are  dislocated 
because  of  increased  imports  and  some  receive  assistance  from  the  TAA  program  to 
help  them  re-enter  the  workforce. 

TAA  PROGRAM  FALLS  SHORT  OF  KEY  GOALS 

Our  studies,  as  well  as  those  of  the  Department  of  Labor  Inspector  General  and  the 
recent  Mathematica  study  commissioned  by  Labor  conclude  that  the  TAA  program 
falls  short  in  assisting  dislocated  workers  to  re-enter  the  workforce.    To  be 
successful,  we  believe  a  reemployment  assistance  program,  such  as  the  TAA 
program,  should  meet  seven  goals.    However,  TAA  fails  to  meet  these  goals. 

•  TAA  benefits  are  not  equally  accessible  to  all  affected  workers,  as  a  result  of  the 
flawed  certification  process  and  varied  unemployment  insurance  qualification 
criteria. 

•  The  TAA  program  is  often  slow  in  reaching  workers  as  a  result  of  the  complex 
certification  process. 

•  TAA  participants  may  receive  services  that  are  not  tailored  to  their  needs 
because,  while  a  range  of  services  are  authorized,  only  a  limited  mix  of  services 
are  provided. 

•  TAA  lacks  the  ongoing  counseling  and  support  often  cited  as  necessary  to  ensure 
the  completion  of  training. 

•  Liberal  use  of  the  waiver  provision  resulted  in  as  many  as  half  of  the  TAA 
recipients  not  participating  in  training. 

•  TAA  rarely  works  with  participants  after  they  complete  training  to  help  ensure 
they  find  jobs  related  to  their  training. 

•  TAA  does  not  have  a  system  in  place  to  monitor  performance  and  evaluate  the 
effectiveness  of  the  program. 

The  existence  of  several  other  targeted  dislocated  worker  assistance  programs  in 
addition  to  TAA  suggests  that  the  nation's  overall  approach  to  dislocated  worker 
assistance  needs  review .    The  Congress  may  wish  to  consider  a  simplified  approach 
that  assists  workers  regardless  of  the  reason  for  their  dislocation. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

We  are  pleased  to  be  here  today  to  discuss  the  Trade  Adjustment  Assistance  (TAA) 
Program.    Each  year,  approximately  1  million  experienced  workers  lose  their  jobs 
due  to  business  closures  and  permanent  layoffs.    Many  of  these  workers  are 
dislocated  because  of  increased  imports,  and  some  receive  assistance  from  the  TAA 
program  to  help  them  reenter  the  workforce .    With  the  current  debate  over  the  North 
American  Free  Trade  Agreement  (NAFTA)  and  the  possible  job  dislocations  certain 
industries  are  likely  to  experience,  particularly  among  low-skilled  workers,  it  is 
important  to  ensure  that  an  effective,  adjustment  assistance  program  is  in  place.    In 
this  regard ,  it  is  timely  to  look  at  how  effectively  the  TAA  program  assists  workers 
to  reenter  the  workforce .      My  testimony  today  will  focus  on  our  recent  work 
concerning  the  TAA  program  and jOther  efforts  to  assist  dislocated  workers . 

2  3 

Our  studies ,    as  well  as  those  of  the  U.S.  Department  of  Labor  Inspector  General 

and  the  recent  Mathematica  study  commissioned  by  Labor    conclude  that  the  TAA 

program  falls  short  in  assisting  dislocated  workers  to  reenter  the  workforce.    To  be 

successful,  we  believe  a  reemployment  assistance  program,  such  as  the  TAA 

program,  should  meet  seven  goals.    The  assistance  should  (1)  be  equally  accessible 

to  all  affected  workers,  (2)  be  timely,  (3)  be  tailored  to  the  particular  needs  of 

individual  workers,  (4)  provide  workers  with  ongoing  counseling  and  support  to 


North  American  Free  Trade  Agreement:  Assessment  of  Major  Issues,  (GAO/GGD-93- 
137,  Sept.  9,  1993). 

2 
Dislocated  Workers:  Improvements  Needed  in  Trade  Adjustment  Assistance 

Certification  Process  (GAO/HRD-93-36,  Oct.  19,  1992),  and  Dislocated  Workers: 

Comparison  of  Programs  (GAO/HRD-92-153BR.  Sept.  10,  1992). 

Department  of  Labor,  Inspector  General,  Trade  Adjustment  Assistance  Program: 
Audit  of  Program  Outcomes  in  Nine  States  (Sept.  30,  1993). 

iWathematica  Policy  Research ,  Inc . ,  Evaluation  of  the  Trade  Adjustment  Assistance 
Program:  Process  Report  (July  1992),  and  International  Trade  and  Worker 
Dislocation :  Evaluation  of  the  Trade  Adjustment  Assistance  Program  (Apr.  1993) . 
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ensure  that  they  complete  training,  (5)  provide  financial  assistance  to  those  workers 
to  participating  in  reemployment  assistance  activities,  (6)  link  training  with  job 
opportunities,  and  (7)  have  a  system  in  place  to  monitor  performance  and  evaluate 
the  effectiveness  of  the  program.    However,  the  TAA  program  fails  to  meet  these 
seven  goals .    The  existence  of  several  other  targeted  dislocated  worker  programs  in 
addition  to  the  TAA  program  suggests  that  the  United  States'  overall  approach  to 
dislocated  worker  assistance  needs  review. 


BACKGROUND 

TAA  is  an  entitlement  program  created  by  the  Trade  Expansion  Act  of  1962  to  aid 
workers  dislocated  from  firms  adversely  affected  by  imported  goods .    For  fiscal  year 
1993,  funding  was  $211  million — $136  million  for  income  support  and  $75  million  for 
training.    The  Department  of  Labor  certifies  the  eligibility  of  petitioning  groups  of 
workers,  who  then  apply  as  individuals  to  their  state  unemployment  insurance  (UI) 
programs  for  extended  unemployment  benefits .    Cash  benefits  under  TAA  equal  the 
weekly  benefits  of  the  state  UI  program  but  are  paid  only  after  regular  UI  benefits 
have  been  exhausted.    TAA  extends  the  benefits  an  additional  52  weeks,  if  the 
claimant  is  still  in  training.    The  U.S.  Employment  Service  (ES)  administers  training 
under  the  TAA  program  through  its  state  and  local  offices .    Training  is  required 
unless  a  waiver  is  issued. 


TAA  BENEFITS  NOT  EQUALLY  ACCESSIBLE  TO  ALL  AFFECTED  WORKERS 

TAA  benefits  are  not  equally  accessible  to  all  worker  affected  by  international 
competition.    We  found  four  reasons  for  this  situation.    First,  we  found  that  flaws  in 
Labor's  investigations  have  raised  questions  about  the  correctness  of  decisions  to 
approve  or  deny  certification  to  workers .    We  estimate  that  63  percent  of  the 
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petitions  filed  in  1990  and  1991  had  flawed  investigations.    Flaws  were  found  about 
equally  in  certified  (60  percent)  and  denied  (65  percent)  petitions.    Many  of  these 
flaws  appeared  to  result  because  of  pressure  to  complete  the  complex  investigations 
in  60  days. 

Second,  Labor  generally  approves  certifications  of  employees  of  companies  that 
provide  services  or  component  parts  if  the  company  also  produces  the  finished 
product  that  is  impacted  by  imports;  but  denies  certification  to  workers  who  provide 
services  or  produce  component  parts  for  another  company  that  is  trade  impacted . 
For  example,  workers  who  produced  automobile  bumpers  were  denied  certification  for 
TAA  assistance  because  they  did  not  work  directly  for  the  company  affected  by  the 
increased  import  of  cars .    We  found  that  about  40  percent  of  the  petitions  filed  in 
1990  and  1991  were  for  workers  who  provide  services  or  produce  component  parts. 

Third,  some  workers  are  dislocated  even  when  there  is  no  increase  in  imports.    The 
relocation  of  production  facilities  to  another  country  may  result  in  the  loss  of  jobs 
that  produced  items  for  export.    However,  because  the  job  loss  is  not  tied  to 
imports,  the  workers  are  not  eligible  for  TAA  assistance. 

Fourth,  dislocated  workers  are  not  eligible  for  TAA  assistance  if  they  are  not  eligible 
for  UI  benefits .    In  a  recent  report  we  noted  that  the  proportion  of  unemployed 
workers  who  receive  UI  benefits  has  declined  by  about  one-fifth  since  the  late 
1970s. ^   The  percentage  of  unemployed  workers  collecting  UI  benefits  in  1990  was  36 
percent  nationwide,  but  rates  varied  widely  among  states--ranging  from  20  percent 
or  less  in  four  states  (Florida,  Oklahoma,  South  Dakota,  and  Virginia),  to  over  55 
percent  in  three  states  (Alaska,  Massachusetts,  and  Rhode  Island).    Because  each 
state  has  its  own  UI  eligibility  criteria,  a  dislocated  worker  might  qualify  for  benefits 


\tnemplovment  Insurance:  Program's  Ability  to  Meet  Objectives  Jeopardized 
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in  one  state,  while  a  worker  with  a  similar  work  history  in  a  different  state  might  not 
qualify  for  UI  benefits  and  thus  not  have  access  to  TAA  assistance,  even  though 
workers  from  the  same  firm  were  certified  as  trade-impacted. 


EARLY  INTERVENTION 

Researchers  have  found  that  reaching  workers  before  or  at  the  time  of  layoff 
increases  the  chances  of  reemployment.      When  help  is  available  before  or  at  the 
time  of  job  loss,  far  more  workers  seek  assistance,  and  those  workers  who  receive 
timely  assistance  appear  to  find  jobs  sooner  and  earn  more  than  they  would  have 
without  such  help.    If  workers  are  not  reached  before  layoff,  many  do  not  seek 
assistance  until  their  unemployment  benefits  are  nearly  exhausted,  thus  wasting  a 
substantial  amount  of  time  that  could  have  been  used  to  seek  a  new  job  or  explore  the 
possibility  of  retraining.    However,  the  TAA  program  is  often  slow  in  reaching 
workers.    Our  analysis  of  TAA  assistance  in  Michigan,  New  Jersey,  and  Texas 
showed  that  65  percent  of  the  TAA  participants  did  not  receive  training  in  their  first 
15  weeks  of  unemployment.    Mathematica  reported  similar  findings  from  its  national 
TAA  study. 

Delays  in  the  delivery  of  TAA  assistance  were  generally  due  to  the  complex  worker 
certification  and  notification  process .    For  workers  to  receive  assistance  from  the 
TAA  program,  the  Department  of  Labor  must  certify  that  increased  imports 
"contributed  importantly"  to  their  dislocations.    The  investigation  involves  several 
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See  Plant  Closings:    Limited  Advance  Notice  and  Assistance  Provided  Dislocated 
Workers  (GAO/HRD-87-105,  July  17,  1987);  U.S.  Congress,  Office  of  Technology 
Assessment,  Plant  Closings:  Advance  Notice  and  Rapid  Response  Special  Report, 
OTA-ITE-321  (Sept.  1986);  and  National  Academy  of  Science,  National  Academy  of 
Engineering,  Institute  of  Medicine,  Technology  and  Employment:    Innovation  and 
Growth  in  the  U.S.  Economy  (1987). 
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steps  and  can  take  up  to  60  days  after  workers  petition  for  TAA  assistance.    The 
first  step  is  to  determine  whether  a  company's  sales  or  production  has  decreased  and 
whether  significant  numbers  of  the  company's  workers  have  lost  their  jobs .    The 
next  step  is  to  analyze  trade  statistics  to  determine  whether  imports  of  Uke  or 
competitive  products  have  increased .    Third ,  Labor  must  determine  whether  those 
imports  contributed  to  the  company's  decline  in  sales  or  production.    Once  certified, 
the  Department  of  Labor  notifies  the  state,  who  in  turn  notifies  the  workers  in 
writing  of  their  eligibility  for  assistance,  which  can  take  another  60  days.    Thus, 
workers  may  have  to  wait  4  months  before  they  know  whether  they  are  eligible  to 
receive  TAA  assistance.    Workers  must  then  individually  apply  for  assistance  with 
the  local  ES  office. 


ASSISTANCE  TAILORED  TO  WORKER  NEEDS 

Research  has  also  shown  that  the  reemployment  potential  of  dislocated  workers  is 
enhanced  when  programs  offer  a  range  of  assistance  options  and  independent 
assessments  of  workers  are  performed  to  determine  their  individual  skills  and 
interests .    An  assistance  strategy  could  then  be  developed  that  is  tailored  to  the 
individual  worker's  strengths  and  interests,  taking  into  account  job  opportunities  in 
the  local  labor  market.      However,  TAA  participants  may  receive  services  that  are 
not  tailored  to  their  needs  because,  while  a  range  of  services  is  authorized,  the  TAA 
program  actually  provides  a  limited  mix  of  services .    For  example ,  we  found  that 
TAA  offers  participants  classroom  training  in  a  variety  of  occupations ,  but  it  does 
not  offer  the  option  of  on-the-job  training.    TAA  participants  not  suited  to  the 
classroom  have  no  other  option  available  through  the  TAA  program.    The 
Mathematica  study  concluded  that  for  some  TAA  participants  training  may  not  be  the 
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Assistance  (GAO/HRD-90-3,  Nov.  21,  1989). 


147 


most  appropriate  adjustment  approach.    It  indicated  that  job  search  assistance  was 
all  some  participants  needed. 

In  addition,  many  TAA  participants  never  receive  an  assessment  or  counseling  on 
training  options  or  job  opportunities  in  their  community.    Some  states  in  the 
Mathematica  survey  reported  that  a  lack  of  administrative  funds  constrains  testing  or 
assessing  participants .    The  Department  of  Labor  Inspector  General  reported  that  it 
was  difficult  to  assess  the  quality  of  services  because  participant  files  lacked 
documentation  of  activities  such  as  counseling,  assessment  and  testing,  or 
development  of  individual  training  plans . 


ONGOING  COUNSELING  AND  SUPPORT 

Experts  agree  that  dislocated  workers  often  need  ongoing  monitoring, 
encouragement  and  various  forms  of  emotional  support  to  help  them  cope  with 
financial  as  well  as  personal  problems  that  may  hamper  their  ability  to  adjust  and 
reenter  the  workforce.^  A  1981  handbook  for  community  involvement  in  helping 
dislocated  workers  describes  the  emotional  turmoil  felt  by  those  who  lose  their  jobs, 
including  depression  and  a  questioning  of  their  skills  and  competencies .    Studies 
have  found  that  providing  assistance  to  reduce  anxiety  and  help  dislocated  workers 
cope  with  their  problems  is  an  essential  component  of  successful  dislocated  worker 
projects.    Also,  maintaining  contact  with  participants  after  they  enter  training  to 
provide  encouragement  and  additional  assistance  that  would  enable  participants  to 


dislocated  Workers :    Exemplary  Local  Projects  Under  the  Job  Training  Partnership 
Act  (GAO/HRD-87-70BR,  Apr.  8,  1987);  U.S.  Office  of  Technology  Assessment , 
Technology  and  Structural  Unemployment:    Reemploying  Displaced  Adults  OTA-ITE- 
250,  (Feb.  1986);  Gary  Hansen  and  Marion  Bentley,  Problems  and  Solutions  in  a 
Plant  Shutdown:  A  Handbook  for  Community  Involvement  Utah  State  University 
(Nov.  1981). 
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complete  training  is  often  cited  as  a  common  characteristic  of  successful  programs. 
While  the  TAA  program  recognizes  the  need  for  financial  assistance  and  provides 
participants  with  income  support,  there  is  little  evidence  that  it  provides  ongoing 
contact  with  participants  after  they  enter  training.    Our  analysis  of  the  TAA 
programs  in  Michigan,  New  Jersey,  and  Texas  found  little  evidence  of  any  follow-up 
with  the  participants  to  determine  whether  they  completed  training. 

INCOME  BENEFITS  TIED  TO  REEMPLOYMENT  ASSISTANCE 

To  ensure  that  workers  get  the  assistance  needed  to  help  them  adjust  to  a  changing 
economy,  the  1988  amendments  to  the  Trade  Act  linked  income  support  under  the 
TAA  program  to  participation  in  training,  unless  it  is  determined  that  training  is  not 
feasible  or  appropriate.    In  such  cases,  TAA  participants  can  receive  a  waiver  and 
still  receive  cash  benefits  without  participating  in  training.    However,  the  liberal 
use  of  the  waiver  provision  resulted  in  many  TAA  recipients  not  participating  in 
training. 

In  three  local  areas  included  in  our  analysis ,  39  percent  of  the  workers  receiving 
cash  benefits  did  not  enter  training.    The  Department  of  Labor  Inspector  General 
found  in  their  nine-state  survey  that  almost  half  the  workers  enrolled  in  the  TAA 
program  did  not  participate  in  training.    The  Inspector  General  found  one  state  that 
granted  waivers  so  frequently  that  the  requirement  that  cash  benefits  be  linked  to 
participation  in  training  was  considered  meaningless.    The  Mathematica  national 
survey  found  that  53  percent  of  TAA  participants  were  not  enrolled  in  training. 

The  Mathematica  study  suggests  that  an  alternative  approach  to  the  use  of  waivers 
for  those  not  in  training  is  to  include  participation  in  a  job-search  activity  as  meeting 
the  intent  of  the  1988  amendments  to  link  income  support  to  reemployment  assistance 
activities .    Their  study  notes  that  training  may  not  be  needed  for  all  participants . 
We  agree  with  Mathematica  that  the  most  appropriate  activity  for  some  TAA 
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participants  may  not  be  training.    However,  we  believe  that  linking  income  support 
to  adjustment  activities  is  essential  if  the  assistance  is  to  be  effective  in  helping 
workers  return  to  the  workforce. 


TRAINING  LINKED  WITH  JOB  OPPORTUNITIES 

For  training  to  be  effective  in  assisting  dislocated  workers ,  the  training  must  be 
linked  to  real  job  opportunities .    For  dislocated  workers  in  some  rural  communities , 
creating  job  opportunities  that  are  related  to  the  training  provided  is  the  real 
challenge  in  assisting  dislocated  workers.    However,  the  TAA  program  rarely  works 
with  participants  after  they  complete  training  to  help  ensure  that  they  find  job 
opportunities  related  to  their  training. 

The  Department  of  Labor  Inspector  General  reported  that  most  of  the  states  in  their 
survey  did  not  maintain  contact  with  participants  after  the  participant  completed 
training  unless  the  participant  returned  to  the  Employment  Service  for  additional 
help .    Mathematica  also  reported  that  contact  with  participants  after  training  to 
assist  in  identifying  job  opportunities  was  "uncommon . " 

The  TAA  program  also  offers  participants  relocation  assistance,  but  few  workers  use 
this  benefit.    Mathematica  reported  that  in  the  1980s  only  3  percent  of  the  TAA 
participants  received  relocation  benefits .    While  some  states  had  more  workers 
claiming  relocation  benefits ,  the  higher  level  of  activity  in  these  states  appears  more 
related  to  the  participants'  assessment  of  the  local  economy  and  their  willingness  to 
relocate  than  any  special  effort  by  ES  staff  to  encourage  relocation. 
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NO  SYSTEM  TO  TRACK  PERFORMANCE  OR  EVALUATE  EFFECTIVENESS 

The  TAA  program  lacks  the  basic  tracking  system  needed  to  ensure  that  assistance 
is  provided  effectively  and  efficiently.    The  TAA  program  has  no  established 
performance  goals ,  thus  there  is  little  impetus  for  states  to  track  participant 
progress  or  program  performance.    Even  when  states  collect  information  on  their 
own,  they  do  not  collect  the  same  types  of  information  or  their  definitions  are  not 
consistent .    Without  basic  information  on  who  the  program  served ,  the  services  they 
received ,  and  how  they  fared  after  completing  training  both  in  the  short  and  long 
term,  no  determination  can  be  made  about  how  the  program  is  performing  or  what  can 
be  done  to  improve  performance.    The  Department  of  Labor  Inspector  General  and 
Mathematica  also  found  that  data  on  the  TAA  program  were  either  not  collected  or 
were  inaccurate  and  inconsistent.    Mathematica  concluded  in  its  study  that:  "Greater 
emphasis  by  ES  staff  on  post-training  follow-up  might  improve  the  effectiveness  of 
the  TAA  program." 

The  Mathematica  study  did  attempt  to  assess  the  effectiveness  of  TAA  and  compare 
the  outcomes  of  participants  with  similar  dislocated  workers  who  did  not  receive 
assistance.    They  concluded  that  while  changes  to  the  program  in  the  1980s  resulted 
in  a  greater  targeting  of  the  program  on  workers  permanently  dislocated  from  their 
jobs,  and  increased  the  enrollment  of  participants  in  training,  it  did  not  necessarily 
have  a  significant  impact  on  the  employment  and  earnings  of  trade-impacted  workers 
in  comparison  with  similar  dislocated  workers .    They  noted  no  substantial  positive 
effects  either  on  employment  or  earnings  within  three  years  after  their  first  UI 
claim.    We  were  not  surprised  by  the  results  of  the  Mathematica  study,  given  TAA's 
failure  to  meet  the  seven  goals  we  believe  are  essential  for  a  successful  dislocated 
worker  assistance  program. 
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A  final  point  I  would  like  to  make  is  that  the  TAA  program  is  not  the  only  federally 
funded  program  designed  to  assist  dislocated  workers.    A  total  of  nine  programs  or 

q 

funding  sources  with  $855  million  in  funding  for  fiscal  year  1993    assist  various 
groups  of  dislocated  workers.    For  example,  while  TAA  focuses  on  trade-impacted 
workers ,  two  programs  target  workers  adversely  affected  by  military  base  closings , 
and  another  program  is  aimed  at  workers  dislocated  as  a  result  of  provisions  of  the 
Clean  Air  Act .    The  Economic  Dislocation  and  Worker  Adjustment  Assistance 
(EDWAA)  program  is  the  single  largest  program  (fiscal  year  1993  funding  of  $597 
million)  providing  assistance  to  dislocated  workers  and  is  open  to  all  dislocated 
workers ,  regardless  of  the  reason  for  their  dislocation . 

The  separate  funding  streams  that  provide  assistance  to  specific  groups  of  dislocated 
workers  likely  resulted  from  the  concern  that  EDWAA  reaches  less  than  10  percent  of 
eligible  workers .    Thus ,  to  help  ensure  that  workers  adversely  affected  by  special 
circumstances,  such  as  the  Clean  Air  Act,  had  access  to  reemployment  assistance, 
additional  funds  were  made  available.    However,  with  the  establishment  of  separate 
funding  sources  comes  additional  administrative  requirements  such  as  (1) 
determining  the  eligibility  of  dislocated  workers  for  assistance  under  each  program, 
(2)  tracking  the  use  of  each  set  of  funds  to  ensure  that  only  those  eligible  for 
assistance  under  each  program  actually  receive  the  services,  and  (3)  developing 
plans  or  grant  proposals  to  apply  for  the  additional  funds  under  the  various 
dislocated  worker  categories.    These  requirements  have  the  potential  to  add 
significant  costs  to  the  administration  of  assistance  for  dislocated  workers . 


^These  programs  or  funding  streams  are:  (1)  Job  Training  Partnership  Act  (JTPA) 
Title  Ill-basic  grants,  (2)  JTPA  Title  Ill-Governor's  Discretionary  grants,  (3)  JTPA 
Title  Ill-Secretary's  Discretionary  grants,  (4)  JTPA  Defense  Conversion  Adjustment 
Program,  (5)  JTPA  Clean  Air  Employment  Transition  Assistance,  (6)  JTPA  Defense 
Diversification,  (7)  Trade  Adjustment  Assistance,  (8)  Demonstration  Centers  for 
Retraining  Dislocated  Workers,  and  (9)  Transition  Assistance  Program. 
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As  Congress  debates  NAFTA  and  considers  how  best  to  assist  those  workers  who  will 
be  affected  as  well  as  other  dislocated  workers ,  it  may  wish  to  consider  a  simplified 
approach  that  assists  workers  regardless  of  the  reason  for  their  dislocation.    Such 
an  approach  could  reduce  the  administrative  burden  at  the  federal  and  local  levels , 
provide  comprehensive  services  to  all  dislocated  workers  and  foster  quicker 
adjustment  of  workers  to  changing  labor  markets.    However,  it  could  have 
significant  cost  implications  depending  on  the  extent  to  which  income  support  is  made 
available  to  participants. 

Mr.  Chairman,  this  concludes  my  testimony.    I  will  be  happy  to  answer  any  questions 
that  you  or  members  of  the  Subcommittee  might  have . 
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Mr.  Peterson.  Mr.  Peterson,  in  your  testimony  that  was  pre- 
pared for  the  committee,  you  had  some  recommendations. 

Mr.  Gerald  Peterson.  Yes. 

Mr.  Peterson.  Did  you  go  over  those? 

Mr.  Gerald  Peterson.  No,  I  did  not  go  over  the  recommenda- 
tions. 

Mr.  Peterson.  Could  you  do  that  for  us? 

Mr.  Gerald  Peterson.  Sure.  To  increase  program  effectiveness, 
the  OIG  has  recommended  that  the  Assistant  Secretary  for  Em- 
ployment and  Training  formulate  well-defined  objectives,  stand- 
ards, and  measures  to  be  used  in  evaluating  program  performance 
and  effectiveness;  implement  procedures  wnich  require  States  to 
follow  up  on  workers'  status  after  their  participation;  design  and 
implement  a  management  information  system  which  meets  the 
needs  of  State  and  Federal  program  managers  in  overseeing  pro- 
gram operations  and  evaluating  program  effectiveness;  and 
strengthen  controls  over  the  granting  of  waivers  from  the  training 
requirement,  determining  the  reasonableness  of  training  costs  and 
limiting  the  timeframe  for  entitlement  to  the  TAA-funded  training. 
Those  were  our  recommendations. 

Mr.  Peterson.  Have  you  had  a  chance  to  look  at  the — this  pre- 
liminary drafl  or  whatever  this  is  that  came  out  of  the  administra- 
tion? 

Mr.  Gerald  Peterson.  First  time  was  this  morning. 

Mr.  Peterson.  On  first  blush,  do  you  think  it 

Mr.  Gerald  Peterson.  I  might  say  I  liked  it  better  than  you  did, 
sir.  I  think  that  they  are  suggesting,  while  the  details  are  lacking, 
an  information  system  that  gets  to  this  management  problem  about 
what  you  are  buying,  what  you  are  trying  to  buy,  and  what  you  are 
accomplishing  with  these  appropriations.  So  I  tnink  that  wnile  the 
details  need  to  be  filled  in,  there  is  a  promise  there  that  we  are 
going  to  have  a  management  information  system  put  in  place  that 
is  able  to  monitor  the  program  in  situations  so  that  you  and  every- 
one else  will  know  what  the  program  is  accomplishing. 

It  would  be  nice  if  we  started  off  with  an  understanding  on  what 
we  wanted  to  accomplish.  I  still  don't  see  that  as  part  of  the  pro- 
gram. Also,  I  thought  the  earlier  intervention,  I  think  they  are  ad- 
dressing the  intervention  at  16  weeks,  would  be  a  major  plus. 

It  seems  to  me  that  what  happens  here  is  the  intervention  con- 
tinues to  slide,  the  training  intervention  slides,  and  if  we  could 
move  that  up  to  the  16-weeK  point,  I  think  the  program  would  be 
strengthened  considerably,  but  I  have  not  had  a  chance  to  read  it 
in  detaiil,  Mr.  Chairman. 

Mr.  Peterson.  Well,  in  your  report — ^yes,  Ms.  Morra,  have  you 
looked  at  the  new  proposal? 

Ms.  Morra.  Well,  we  have  had  a  somewhat  equally  brief  amount 
of  time  to  look  at  the  proposal.  At  first  blush,  one  of  the  concerns 
that  we  would  still  have  is  certification  and  the  certification  proc- 
ess. 

Right  now  we  know  that  the  certification  process  under  TAA  is 
a  major  source  of  problems  and  the  certification  under  the  new  pro- 
gram also  looks  like  it  could  be  a  problem.  Basically  right  now  we 
found  that — we  find  in  TAA  that  63  percent  of  the  petitions  have 
problems.  They  didn't  follow  this  law.  They  did  not  follow  some 


154 

part  of  the  process,  and  the  steps  that  must  be  gone  through  are 
pretty  complicated.  You  can  see  where  that  would  take  some  time. 

Labor  has  to  determine  if  a  specific  number  of  workers  at  the 
specific  firm  have  or  may  lose  their  jobs.  They  have  to  determine 
if  company  sales  or  production  have  decreased,  and  it  is  for  the  cur- 
rent calendar  year  plus  2  years  back. 

They  have  to  do  a  judgment  about  whether  imports  or  articles 
like  them  are  directly  competitive  with  the  company's  products  and 
have  increased  and  contributed  importantly  to  the  decline  in  sales 
or  production. 

To  do  all  these  three  things,  they  do  various  questionnaires  or 
visits  or  customer  surveys,  and  in  particular,  the  customer  surveys 
where  they  have  to  make  this  decision  about  whether  the  imports 
have  contributed  importantly  to  the  decline  in  sales,  these  are  dif- 
ficult judgments  to  make. 

Most  of  the  customer  surveys  ended  up  being  flawed  because 
they  really  didn't  go  to  the  majority  of  the  firm's  customers.  They 
had  trouble  getting  the  customer's  list,  and  they  had  trouble  get- 
ting the  exact  amount  of  purchases  that  the  customers  had  made. 

All  those  things  look  like  they  continue  on  in  the  new  program, 
but  instead  of  60  days  to  get  this  done,  there  is  30  days  to  get  this 
done,  and  then  there  is  an  additional  step  in  the  process  that 
comes  first,  which  isn't  there  now  in  terms  of  the  Governor  making 
an  initial  judgment. 

So  I  think  we  are  concerned  about  a  complex  certification  process 
and  whether  that  would  still  be  the  problem  that  it  is  in  TAA. 

Mr.  Peterson.  Thank  you. 

Mr.  Peterson,  you  found  that  after  19  years  of  operation,  neither 
the  Labor  Department  nor  the  States  know  whether  the  TAA  pro- 
gram is  effective  in  assisting  workers  to  return  to  suitable  employ- 
ment. 

I  guess  as  a  taxpayer  and  as  a  member  of  this  committee,  you 
know,  that  troubles  me,  and  I  was  wondering  if,  have  any  events 
or  information  such  as  a  response  of  the  ETA  to  your  report  led  you 
to  change  in  any  way  your  conclusion  that  you  have  reached? 

Mr.  Gerald  Peterson.  Nothing  has  led  me  to  change  the  conclu- 
sion. In  ETA's  response  to  us,  they  have  acknowledged  the  problem 
and  have  suggested  that  it  needs  to  be  fixed. 

We  think,  Mr.  Chairman,  that  that  is  really  the  crux  of  the  prob- 
lem. If  we  don't  know  what  we  want  to  buy  and — for  instance,  what 
level  of  base  pay  are  you  trying  to  protect?  If  not  80  percent,  and 
we  have  got  some  problems  with  ETA,  ETA  does  not  buy  off  on  the 
80  percent,  if  not  80  percent,  then  what  percent? 

I  think  that  the  managers  and  the  Congress  probably  have  to 
deal  with  that  central  issue  in  order  to  find  out  if  these  people  are 
getting  suitable  employment  after  their  layoffs. 

Mr.  Peterson.  Well,  you  and  the  GAO  recommend  the  develop- 
ment of  specific  objectives,  such  as  you  were  just  talking  about, 
performance  measures  and  changes. 

If  the  ETA  were  to  accept  your  recommendations,  do  you  think 
they  could  be  implemented  by  January  1? 

Mr.  Gerald  Peterson.  No,  they  could  not  be  implemented  by 
January  1. 
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Mr.  Peterson.  Your  audit  found  nothing,  in  my  opinion,  that 
Labor  could  brag  about  with  this  program. 

Do  you  think  that  the  TAA  is  an  appropriate  program  to  receive 
the  additional  $90  million  for  NAFTA  displaced  workers  over  the 
next  18  months? 

Mr.  Gerald  Peterson.  If  we  were  to  clearly  define  the  objectives 
and  set  up  a  system  that  the  Congress  is  able  to  monitor  the  ac- 
complishments of  the  program,  I  think  perhaps  it  is,  but — because 
if  for  no  other  reason 

Mr.  Peterson.  After  19  years,  you  think  all  of  a  sudden  they  are 
going  to  just  make  a  U  turn  and  this  thing  is  going  to  be 

Mr.  Gerald  Peterson.  You  have  to  have  faith  in  something,  Mr. 
Chairman.  I  mean,  I  think  that  there  is  that  possibility  of  turning 
this  around.  We  have  a  new  administration.  They  have  said  they 
want  to  turn  it  around. 

Mr.  Peterson.  We  will  take  them  at  their  word.  Do  you  think 
that  there  are  sufficient  resources  to  do  the  right  job,  I  mean,  what 
thev  are  talking  about?  I  mean,  I  have  had  some  meetings  with  you 
and  others  and  Labor,  you  know,  looking  at  these  problems  and 
they  keep  sajdng,  you  need  more  people,  you  need  more  resources. 

Now,  we  are  looking  at  this  145,000  workers,  whatever,  $90  mil- 
lion, given  all  the  problems,  do  you  really  think  that  the  resources 
are  there  to  make  this  work? 

Mr.  Gerald  Peterson.  My  guess  is  this  is  not  a  resource  prob- 
lem. It  is  knowing  what  you  want  to  do.  My  guess  is  the  resources 
are  there,  if  you  tell  them  what  you  expect. 

Mr.  Peterson.  So  if  you  know  what  you  want  to  do,  do  you  think 
$90  million  can  retrain  145,000  workers? 

Mr.  Gerald  Peterson.  I  haven't  taken  that  issue  on.  I  wouldn't 
make  that  quantum  leap.  I  have  not  done  any  work,  Mr,  Chairman, 
with  the  proposed  expenditures. 

You  know,  from  my  point  of  view,  we  are  on  record  consistently 
as  favoring  an  approach  which  considers  training  and  investment 
in  human  capital  and  letting  the  return  on  that  investment  dictate 
what  should  be  spent. 

We  have  testified  consistently  on  JTPA  and  other  training  pro- 
grams that  that  is  where  we  should  be.  So  I  don't  know,  nor  have 
we  done  any  work  in  determining  what  kinds  of  money  should  be 
spent  on  the  training. 

But  what  we  are  sure  about  in  our  own  mind  is  that  training  is, 
in  fact,  an  investment  in  human  capital,  and  that  we  ought  to  be 
measuring  how  effective  that  is  by  the  return  on  that  investment. 

Mr.  Peterson.  Now,  Ms.  Morra,  what  do  you  think?  Do  you 
think  that  this  $90  million — ^you  have  looked  at  this  in  some  depth. 
Do  you  think  that  that  is  going  to  be  enough  money  to  do  what  \ye 
need  to  do  if  we  are  going  to  have  145,000  workers  out  of  work  in 
the  next  18  months? 

Ms.  Morra.  Again,  we  haven't  gotten  into  the  cost  issue,  but  I 
think  part  of  the  answer,  as  I  understand  Labor's  point,  is  how 
many  people  will  be  dislocated  over  what  period  of  time,  that  you 
don't  have  all  of  them  cUslocated  right  away  so  that  the  money  may 
appear  to  stretch  more  than  it  does  on  the  surface  if  you  considered 
the  total  number  who  may  be  dislocated. 
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But  I  also  would  add  that  some  of  the  problems  that  we  see  are 
not  necessarily  dollar — they  don't  necessarily  require  dollar  fixes. 
Some  of  the  issues  about  encouragement,  support,  the  problems — 
some  of  the  problems  with  the  certification  process  are  things  that 
could  be  dealt  with  without  necessarily  incurring  a  lot  of  expenses, 

I  think  the  point  the  IG  makes  about  the  oWectives  is  another 
issue  which  does  not  need  dollars  to  address  it.  So  there  are  things 
that  can  be  done. 

Mr.  Peterson.  Well,  just  so  I  am  clarified,  I  thought  that  what 
they  were  saying  was  that  these  145,000  were  going  to  be  dis- 
located by  1995.  Is  that  not  true?  And  that  is  what  we  were  told. 

Ms.  MoRRA.  Yes,  the  total,  over  that  period  of  time,  but  not  as 
the  first  of  the — the  first  week  that  the  program  comes  in  effect. 
That  is  the  point  I  was  making. 

Mr.  Peterson.  So  you  think  that  there  would  be  some  time  for 
them  to  gear  up  and — I  guess  the  problem 

Ms.  Morra.  I  think  gearing  up  for  this  program  is  a  challenge. 

Mr.  Peterson.  I  have  sat  through  so  many  of  these  hearings 
with  the  economists  £Uid  so  many  of  these  people  giving  us  these 
estimates  and  this  NAFTA  they  say  is  supposed  to  create  200,000 
jobs.  The  problem 

Mr.  Zeliff.  It  will. 

Mr.  Peterson.  It  will,  according  to  Mr.  Zeliff.  The  problem  is 
that — ^that  I  have  with  it  is  that  nobody  can  tell  us,  or  tell  me  what 
these  200,000  jobs  are  going  to  be. 

I  mean,  nobody  has  any  idea.  When  you  try  to  pin  them  down, 
they  can't  tell  you,  so  it  is  hard  for  me  to  understand.  If  we  can't 
even  tell  where  these  jobs  are  going  to  be  created,  how  are  we 
going  to  figure  out  how  to  retrain  people? 

I  mean,  that  is  the  thing  that  I  have  a  real  hard  time  figuring 
out  how  this  is  going  to  work.  I  mean,  do  you  think  that  they  know 
how  to  tell  what  iobs  are  going  to  be  created  so  they  can  train  peo- 
ple for  these  jobs: 

Ms.  Morra.  I  think  that  is  a  problem  with  the  current  programs 
in  terms  of 

Mr.  Peterson.  Do  you  think  this  new  program — I  don't  see 
where  it  changes 

Ms.  Morra.  I  don't  see  what  it  changes  or  focuses  on  to  ensure 
that  the  jobs  that  people  get  are  related  to  what  they  have  been 
trained  in.  That  has  been  a  challenge  consistently  with  our  current 
programs. 

Mr.  Peterson.  And  so  if  that  is  the  case,  then  how  do  you  sup- 
pose this  would  work?  Good  intentions  are  one  thing,  and  I  give 
them  credit  for  good  intentions,  but  I  mean,  I  have  to  say  I  am 
pretty  skeptical  given  our  track  record. 

Ms.  Morra.  Certainly  in  the  end  a  comprehensive  system  that 
includes  an  emphasis  on  job  search  and  good  identification  of 
where  jobs  are,  the  training,  training  that  matches  to  job  openings, 
that  provides  information  about  where  the  jobs  are  located  is  some- 
thing that  is  lacking  and  is  needed. 

Mr.  Peterson.  Well,  as  I  understand  it,  this  is  the  155th  job 
training  program  that  we  have  had.  You  have  testified  that  about 
nine  of  those  programs  here  for  dislocated  workers,  in  addition  to 
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some  of  the  other  145,  they  each  have  different  populations,  eligi- 
bihty  criteria,  different  reporting,  so  forth  and  so  on. 

What — ^you  know,  again,  what  is  special  about  the  155th  pro- 
gram? I  mean,  why  is  this  one  all  of  a  sudden  going  to  be  a  revela- 
tion and  going  to  work?  Can  you  point  to 

Ms.  MoRRA.  There  is  nothing  magic,  nothing  special  about  the 
155  number. 

Mr.  Peterson.  That  you  have  seen  so  far? 

How  about  you,  Mr.  Peterson,  do  you  see  anything  in  this 
that 

Mr.  Gerald  Peterson.  No,  no  magic. 

Mr.  Peterson.  You  just  think  they  have  good  intentions  and 
they  are  going  to  try  to  set  some  objectives  and  that  is  better  than 
what  we  have  had? 

Mr.  Gerald  Peterson.  I  think  the  Congress  will  have  to  play  an 
aggressive  role  in  establishing  those  objectives. 

Mr.  Peterson.  You  don't  think  the  administration  will  do  that 
if  we  don't  play  an  aggressive  role?  They  haven't? 

Mr.  Gerald  Peterson.  They  haven't,  and  I  haven't  seen  them 
discuss  that.  I  haven't  seen  that  discussed. 

Mr.  Peterson.  In  this  debate  so  far,  you  haven't  seen  it? 

Mr.  Gerald  Peterson.  Again,  I  think  a  critical  issue,  sir,  is 
what  percentage  of  that  wage  you  are  going  to  protect  somehow, 
what  is  suitable  employment,  and  I  don't  see  anyone  discussing  it. 
I  haven't  heard  any  discussion  about  the  problem. 

Mr.  Peterson.  I  think  it  is  fair  to  say  that  your  study  found  that 
participation  in  the  training  programs  didn't  add  significantly  to 
displaced  workers'  future  job  success,  is  that 

Mr.  Gerald  Peterson.  That  is  correct. 

Mr.  Peterson.  Why  then  do  you  suggest  that  we  have  manda- 
tory training  requirements  if  it  hasn't  worked? 

Mr.  Gerald  Peterson.  Well,  we  continue  to  hear  that  there  are 
lots  of  jobs  out  there  if  we  could  just  get  our  people  trained,  and 
what  we  are  suggesting  is  that  we  do  a  better  job  of  linking  these 
displaced  people 

Mr.  Peterson.  You  hear  that  these  jobs  are — can  anybody  tell 
you  what  they  are  or  where  they  are? 

Mr.  Gerald  Peterson.  I  think  the  administration  has  to  do  that. 

Mr.  Peterson.  Have  they  shown  you  or  have  they  sent  you  a 
list? 

Mr.  Gerald  Peterson.  No.  No. 

Mr.  Peterson.  So  it  is  just,  again,  it  is  kind  of  on  good  faith  that 
this  is — we  don't  know  what  else  to  do. 

Mr.  Gerald  Peterson.  It  is  more  than  just  good  faith.  I  think 
there  are  some  critical  assessments  made  that  there  are  going  to 
be  jobs  added  to  the  workplace.  I  think  that  I  agree  with  you  that 
they  are  not  terribly  specific,  but  assuming  that  there  are  jobs  cre- 
ated, then  it  would  follow  that  we  need  a  method  of  getting  people 
trained  to  fulfill  those  jobs,  and  we  haven't  done  a  good  job. 

You  are  absolutely  right.  In  155  programs,  we  haven't  done  a 
good  job  of  identifying  the  training  needs  and  then  doing  the  train- 
ing and  then  following  up  to  see  that  the  training  was  constructive. 

Mr.  Peterson.  Aren't  our  schools  supposed  to  do  the  training? 
Isn't  that  kind  of  the  way  the  system  is  set  up? 
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Mr.  Gerald  Peterson.  That  may  be  another  day.  Mavbe  they 
are  educators  and  maybe  training  is  a  different  side  of  that  coin, 
I  am  not  sure,  but 

Mr.  Peterson.  And  also,  basically  the  TAA  is  run  by  the  States, 
is  that 

Mr.  Gerald  Peterson.  Yes,  that  is  correct. 

Mr.  Peterson.  Are  the  States  really  prepared  to  make  these 
changes  that  Labor  is  talking  about  here? 

Mr.  Gerald  Peterson.  I  think  the  States  are  prepared  to  make 
the  changes  that  the  Federal  Government  asks  them  to  make,  yes. 
I  believe  they  could  make  those  changes. 

Mr.  Peterson.  Mr.  Zeliff,  you  want  to  ask  a  few  questions? 

Mr.  Zeliff.  Sure. 

Mr.  Peterson.  I  shouldn't  monopolize  this,  I  guess. 

Mr.  Zeliff.  You  are  right.  Thank  you,  Mr.  Chairman. 

First  of  all,  on — can  each  of  you  just  comment  in  terms  of  what 
did  your  investigations — what  role  did  the  Department  of  Labor 
have  and  where  did  they — I  mean,  shouldn't  there  have  been  some 
kind  of  followthrough  and  some  kind  of  goal  setting,  some  kind  of — 
vou  know,  this  is  19  years  and  it  is  pretty  staggering  when  you 
look  back  at  the  misuse  of  funds  and  resources. 

Could  you  just  each  comment  on  what  you  see  their  role  as  and 
where  did  it  all  break  down? 

Mr.  Gerald  Peterson.  That  is  our  primary  finding,  sir. 

We  took  it  back  further  than  the  Department  of  Labor.  We  said 
the  Congress  should  have  known  what  they  wanted  to  spend  this 
money  on  too. 

Mr.  Zeliff.  Let's  start  with  Congress  then. 

Mr.  Gerald  Peterson.  And  that  there  should  have  been  some 
clear  objectives  when  the  program  left  the  Congress. 

When  the  government  got  the  program  without  those  objectives, 
they  decided  not  to  measure  anything.  They  said,  well,  they  came 
down — ^you  know,  this  money  came  down  here  without  any  objec- 
tive, why  measure  anything? 

And  essentially  what  happened  was  this  money  got  passed  on  to 
the  States,  was  not  monitored,  was  not  followed  up,  was  not  man- 
aged. The  States  sent  it  on  down  to  the  local  level  without  monitor- 
ing it  and  it  became  really  a  local 

Mr.  Zeliff.  No  accountability  whatsoever? 

Mr.  Gerald  Peterson.  No  accountability,  none. 

Ms.  MoRRA.  I  would  add  to  that,  I  think  it  is  critical  in  these  pro- 
grams to  have  information  about  who  is  served  and  what  services 
they  received  and  what  are  the  outcomes  of  those  services. 

That  enables  you  to  at  least  know  how  the  program  is  doing.  If 
there  is  a  low  placement  rate,  a  low  wage  rate  for  those  who  are 
placed  to,  it  enables  you  to  get  in  there  and  intervene  and  take  ac- 
tion. 

The  other  thing  is  that  there  hasn't  been,  until  the  Mathematica 
study,  a  real  look  at  the  effectiveness  of  this  program.  It  is  one 
thing  to  know  that  a  program  places  a  certain  number  of  people 
and  that  they  earn  this  much  money. 

But  the  real  question  in  an  effectiveness  evaluation  is,  how  do 
the  people  who  went  through  this  pro-am  and  got  this  training 
compare  to  people  who  look  like  them  m  every  way,  but  didn't  go 
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through  the  program,  and  I  think  a  key  weakness  is  that  that  eval- 
uation data  on  that  program  hasn't  existed.  That  call  for  an  effec- 
tiveness evaluation  was  not  made  until  very  recently. 

Mr.  Zeliff.  So  there  were  no  goals,  no  outcomes,  targets,  no  ac- 
countability, no  followup,  no  followthrough,  no  discussions.  Nine- 
teen years  later,  we  are  going  to  recommend  another  $90  million 
to  be  implemented  by  the  same  people.  Is  that  what  I — see  if  I  mis- 
understood anything. 

Mr.  Gerald  Peterson.  This  time  we  are  going  to  do  it  different. 

Mr.  Zeleff.  You  are  going  to  do  it  different.  All  right,  that 
sounds  good.  Like  the  chairman  says — I  guess  it  was  you,  you  have 
to  have  faith  in  something,  right? 

Ms.  MoRRA.  We  would  agree  that  it  is  a  step  in  the  right  direc- 
tion to  have  the  new  program  at  least  follow  the  same  performance 
measures  as  have  been  established  for  the  EDWAA  program,  but 
we  would  still  believe  that  any  program  needs  to  have  that  impact 
or  effectiveness  evaluation. 

Mr.  Zeliff.  I  started  out  with  CETA  as  a  private  sector  guy  be- 
fore I  got  involved  in  this  process  from  this  end  of  it,  and  I  started 
out  with  stipends  and  in  that  whole  process,  and  then  we  got  the 
JTPA,  and  then  we  got  into  goal  setting,  and  51  percent  of  business 
people  sit  around  a  table  with — ^you  know  how  that  whole  process 
moves  up,  and  I  think  in  contrast  was  tremendous  amounts  more 
of  accountability  and  goal  setting  and  local — taking  a  local  situa- 
tion, devising  programs  tailored  to  local  situations. 

I  don't  think  the  President  or  any  of  us  can  say,  well,  who  is 
going  to  get  displaced  right  now  witn  any  strong  degree  of  clarity, 
and  I  think  what  we  need  to  do  is  put  the  money  where  it  can  be 
worked  properly  with  full  accountability  at  a  local  level  where  pro- 
grams can  be  devised  to  take  care  of  needs  that  arise.  Certainly 
needs  in  California  along  the  border  are  going  to  be  different  than 
in  New  Hampshire,  and  bv  putting  the  money  in  a  local  area,  I 
would  think,  and  I  would  hope  to  think  that  the  President  would 
rethink  his  idea  of  what  we  learned  from  CETA  and  what  we 
learned  from  JTPA,  and  not  that  either  one  of  them  was  perfect, 
but  certainly  we  learned  an  awful  lot  in  terms  of  just  giving  out 
stipends,  that  it  is  not  going  to  do  the  work. 

I  mean,  we  really  need  to  put — we  need  to  focus  on  many  of  the 
things  that  you  recommended. 

One  of  the  things  that  I  look  at  is  that,  and  I  think  the  chairman 
mentioned  155  or  151,  whatever.  Federal  employment  training  pro- 
grams among  14  Federal  agencies  costing  $24  billion  annually. 

Do  we  really  need  all  these  programs  and  is  part  of  your  rec- 
ommendations to  take  a  look  at  mavbe  merging  some  of  this  money 
and  consolidate  it,  get  rid  of  all  the  waste  and  abuse  and  try  to 
shoot  with  a  rifle  instead  of  a  shotgun? 

Does  that  make  any — could  you  comment  on  it,  each  of  you? 

Ms.  MoRRA.  Yes.  We  have  certainly  gone  on  record  before  as  say- 
ing that  we  have  a  very  fragmented  system  of  employment  training 
assistance  for  workers  in  the  United  States,  and  that  dealing — ^try- 
ing to  deal  as  a  person  in  need  of  training  with  this  maze  of  pro- 
grams is  very  challenging. 

It  is  also  very  challen^ng  as  a  service  provider,  and  we  do  be- 
lieve that  a  comprehensive  strategy  is  needed.  Part  of  that  com- 
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prehensive  national  strategy  is  one  on  what  you  ought  to  do  for  dis- 
located workers,  and  when  we  categorize  and  create  these  pro- 
grams that  are  these  narrow  groups,  and  each  one  is  very  well  in- 
tentioned,  we  do  add  to  the  administrative  costs  and  the  burdens, 
each  one  of  these  programs  needs  to  be  separately  administered, 
and  all  those  decisions  need  to  be  made  about  who  is  eligible  for 
which  program,  and  making  sure  that  people  who  are  ineligible 
don't  get  in  these  programs,  and  it  creates  more  bureaucracy  in  the 
sense  of  separate  applications  and  so  forth  that  have  to  be  done  for 
each  program. 

We  note  that  the  administration  is  interested  in  a  comprehensive 
program  for  all  dislocated  workers  without  reason  for  the  disloca- 
tion, and  we  believe  that  that  would  be  a  major  step  in  the  right 
direction. 

Mr.  Gerald  Peterson.  We  would  certainly  concur,  sir.  I  know 
without  being  in  the  in  group  that  the  administration  is  working 
on  consolidating  some  of  these  training  programs,  I  think  they 
have  some  things  coming  forward  relatively  soon,  but  we  would  cer- 
tainly conclude  that  the  151  or  155,  whatever  the  number  is,  too 
many  programs  to  administer,  it  makes  no  sense  at  all. 

Mr.  Zeliff.  On  a  TAA  program,  how  much  of  that  went  to  ad- 
ministration and  how  much  actually  got  to  the  people  who  it  was 
designed  to  serve? 

Mr.  Gerald  Peterson.  I  don't  know  that  I  have  the  exact  data. 
I  have  a  couple  folks  with  me.  Let  me  check. 

Mr.  Zeliff.  It  doesn't  have  to  be  exact,  but  is  it  around 

Mr.  Langsdale.  It  is  between  15  and  20  percent  of  the  direct 
training  costs  go  into  administration. 

Mr.  Zeliff.  That  includes  consultants  and  people  who  put  the 
training  programs  together? 

Mr.  Gerald  Peterson.  That  is  correct. 

Mr.  Zeliff.  Have  you  audited,  either  of  you,  the  JTPA  program? 

Ms.  MoRRA.  Yes. 

Mr.  Zeliff.  How  would  you  compare  that  to  TAA? 

Mr.  Gerald  Peterson.  Well,  I  have  testified  before,  sir,  that  I 
thought  that  JTPA,  as  written,  as  it  came  off  the  Hill,  was  a  good 
program.  It  recognized  up  front  this  concept  of  training  as  an  in- 
vestment in  human  capital  and  said,  measure  these  expenditures 
in  terms  of  return  on  this  investment. 

The  problem  with  that  is  it  never  got  implemented. 

Mr.  Zeliff.  OK,  now  we  are  getting  to  the  core. 

Mr.  Gerald  Peterson.  So  tnat  sometimes  Congress  can  goof  it 
up  by  but  not  telling  us  what  to  do.  Other  times  they  can  tell  us 
what  to  do  and  we  don't  do  it. 

Mr.  Zeliff.  So  we  have  got  one  program  where  Congress  didn't 
do  the  job,  and  that  is  TAA  and  one  where  they  did  do  the  job  was 
JTPA. 

Mr.  Gerald  Peterson.  And  was  not  implemented 

Mr.  Zeliff.  And  both  were  implemented  by  the  same  people? 

Mr.  Gerald  Peterson.  That  is  correct.  That  is  correct. 

Mr.  Zeliff.  I  just  want  to  see  if  I  got  it. 

Mr.  Gerald  Peterson.  You  got  it.  But  I  continue  to  think  that 
the  concepts  of  JTPA  are  very  good.  It  is  whether  or  not  you  get 
an  administration  that  actually  implements  that  and 
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Mr.  Zeliff,  We  have  actually  two  different  administrations,  one 
Republican  and  one  Democrat.  We  have  got  enough  blame  to  throw 
aroimd  but 

Mr.  Gerald  Peterson.  I  don't  know  what  the  Democrats  are 
going  to  do  with  it. 

Mr.  Zeliff.  Wouldn't  it  be  great  though  that  if  this  President 
had  an  opportunity  to  pull  together  the  $24  billion  and  take  the 
goals  that  were  set  out  that  you  agree  that  would  do  the  job,  get 
a  Department  of  Labor  that  would  followthrough  with  accountabil- 
ity and  do  the  job,  then  we  could  really  get  to  the  people  who  really 
need  our  help? 

Mr.  Gerald  Peterson.  It  would  be  terrific.  I  am  not  sure  it  is 
going  to  get  done  before  you  retire,  but  I  think  it  would  be  terrific. 

Mr.  Zeliff.  Thank  you,  Mr.  Chairman. 

Mr.  Peterson.  Thank  you,  Mr.  Zeliff.  I  appreciate  your  ques- 
tions. 

Now,  I  am  going  to  recognize  my  friend  from  New  York,  gen- 
tleman from  New  York,  Mr.  Flake.  Welcome  to  the  committee,  glad 
to  have  you  here. 

Mr.  Flake.  Thank  you  very  much,  Mr.  Chairman. 

My  question  is,  what — has  there  been  any  measurable  analysis 
as  it  relates  to  the  impact  of  new  programs  relative  to  already  ex- 
isting programs  in  terms  of  persons  who  have  already  been  dis- 
placed for  in  many  instances  a  number  of  years? 

Are  they  going  to  be  eligible  under  new  programs  or  is  this  pro- 
gram going  to  be  exclusively  for  those  persons  who  are  identified 
at  this  stage  or  have  some  direct  relationship  to  displacement  be- 
cause of  job  loss  because  of  NAFTA? 

Ms.  MoRRA.  As  I  read  it,  it  is  clearly  NAFTA  related,  and  it  still 
leaves  out  some  of  the  people  that  are  currently  left  out  of  TAA, 
those  people  who  are  unemployed,  affected  by  NAFTA,  but  produce 
the  component  parts  and  don't  produce  the  finished  product,  or 
those  people  who  provide  services. 

They  are  currently  uncovered,  they  would  still  be  uncovered. 

Mr.  Flake.  Is  there  any  thought  in  terms  of  trying  to  find  ways 
to  include  them  or  that  is  just  a  given,  that  has  to  be  accepted? 

Ms.  MoRRA.  Well,  the  administration  is  talking  about  a  future 
pro-am  which  would  cover  all  workers  regardless  of  the  reason  for 
their  dislocation,  and  they  talk  in  the  little  bit  that  I  have  seen  on 
this  in  terms  of  establishing  a  comprehensive  program  for  these 
folks,  and  so  there  is — ^there  are  plans  to  develop  such  a  program, 
as  I  understand  it. 

Mr.  Flake.  Wouldn't  it  seem  reasonable  that,  given  that  the 
NAFTA  vote  is  pretty  much  on  edge  as  it  relates  to  the  possibility 
that  if  it  passes  it  will  be  by  a  limited  number  of  votes  on  this  side 
in  particular,  that  if  we  could  present  a  better  futuristic  program 
now  as  opposed  to  hoping  to  first  pass  NAFTA  and  then  do  it,  per- 
haps that  could  make  the  difference  between  where  some  persons 
in  this  body  are  and  where  they  will  be  because  most  of  our  dis- 
tricts have  a  great  deal  of  unemployment,  a  great  number  of  dis- 
placed people  already,  and  to  give  them  sometning  now  to  suggest 
that  we  are  going  to  in  some  positive  way  impact  tneir  lives,  as  op- 
posed to  some  promise  of  the  future,  would  seem  to  me  to  be  a 
more  appropriate  way  to  move. 
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Ms.  MoRRA.  That  is  certainly  an  issue.  One  of  the  issues  we  were 
discussing  here  was  the  program  that  is  available  to  most  unem- 
ployed workers  now  is  the  EDWAA  program  under  JTPA,  and  that 
program,  when  we  look  at  it  across  the  seven  goals  that  I  talked 
about  in  my  testimony,  that  program  doesn't  come  out  too  much 
better  than  the  TAA. 

You  know,  its  strength  is  that  it  is  open  to  everyone.  It  is  equi- 
table in  that  sense,  but  in  terms  of  providing  early  intervention,  it 
is  not  particularly  good.  There  are  still — you  know,  41  percent  of 
the  people  we  looked  at  didn't  get  access  to  any  training  within  15 
weeks  of  being  unemployed.  It  provides  a  limited  mix  of  services. 

Most  people  just  don't  have  the  ability  to  do  long-term  training 
so  the  EDWAA  provides  only  short-term  training.  As  to  whether  it 
provides  counseling,  good  assessment  to  people,  it  depends  on  the 
local  programs.  Some  locals  are  very  good.  Some  locals  aren't,  and 
some  locals  are  better  in  their  mix  of  services  than  others. 

It  doesn't  provide  people  with  cash  benefits,  and  it  doesn't  link 
training  well  with  job  opportunities,  and  this  is  the  program  that 
is  available  to  most  U.S.  workers  who  are  becoming  dislocated. 

Mr.  Flake.  I  think  the  last  part  of  your  answer  ties  into  my  next 
question.  You  talk  about  the  programs  being  open  and  equitable, 
but  the  reality  is,  in  terms  of  targeting  for  specific  areas  in  which 
there  are  job  opportunities,  it  would  seem  to  me  that  the  programs 
have  not  done  a  very  good  job  in  that  area  across  the  board. 

The  question  that  I  ask  then  is,  under  any  new  program,  is  there 
an  attempt  to  do  a  better  job  of  analyzing  where  those  opportuni- 
ties are  going  to  be  and  then  create  within  this  particular  model 
the  means  by  which  we  assure  that  persons  who  are  laeing  trained 
are,  in  fact,  given  a  reasonable  chance  of  getting  a  job  once  that 
process  comes  to  some  conclusion? 

Ms.  MoRRA.  From  a  very  cursory  look  at  proposals,  it  appears 
like  the  job  search  components  of  the  comprehensive  program  in 
the  future  is  going  to  receive  a  lot  of  emphasis,  but  in  the  bridge 
program,  I  don't  see  much  of  a  change,  much  of  an  emphasis  on 
that  linking  the  training  provided  to  the  jobs  that  are  available. 

Mr.  Flake.  I  have  been  to  some  regions  of  the  country  and  var- 
ious field  hearings.  There  are  massive  numbers  of  people  who,  with 
training,  could  become  contributing  members  of  society  as  it  relates 
to  taxes  and  so  forth  as  opposed  to  people  who  become  a  part  of 
a  system  where  they  have  to  drain  it  more  or  less  for  either  unem- 
ployment benefits,  welfare,  or  whatever. 

It  seems  to  me  that  if  we  are  going  to  look  in  the  broader  context 
of  what  we  do  with  a  new  program,  it  ought  to  also  be  viewed  with- 
in the  context  of  questions  about  welfare  and  work  fare  and  what- 
ever we  are  going  to  try  to  do  in  the  future,  and  the  best  means 
of  resolving  some  of  the  problems  of  persons  who  have  been  dis- 
placed for  so  long — and  I  have  a  serious  problem  if  that  is  not  done, 
particularly  given  the  plight  of  most  of  our  urban  communities  and 
many  of  our  rural  communities  where  there  are  people  who  fall  in 
this  category^we  did  a  field  hearing  down  in  the  Delta  in  Mis- 
sissippi, for  instance,  that  there  are  people  still  from  the  time  of 
the  cotton  industry  who  went  downward,  in  situations  that  are  de- 
plorable for  this  Nation,  this  democracy  that  we  share,  who  have 
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been  left  out,  who  are  still  left  out  in  every  new  program  that 
comes  along  and  still  leaves  them  out. 

I  would  hope  that  somehow,  given  the  overall  thrust  of  this  ad- 
ministration, which  has  been  a  good  one,  at  least  in  terms  of  the 
verbal  attempt  to  try  to  get  people  focused,  that  this  particular 
agency  will  share  that  kind  of  focus,  but  not  only  share  the  focus 
in  terms  of  the  rhetoric  of  it,  but  the  reality  of  the  need  for  trying 
to  respond  to  those  persons  who  have  historically  not  been  in- 
cluded. 

And,  you  know,  regardless  of  whatever  else  NAFTA  does,  I  think 
one  of  the  reasons  you  have  so  much  fear  of  it  is  that  there  are  so 
many  people  who  have  just  not  been  given  opportunities  that  we 
suggest  are  being  made  available  because  of  NAFTA,  and  I  would 
hope  we  would  do  a  better  job  of  having  some  process  that  allows 
for  us  to  address  a  greater  number  of  problems  than  perhaps  just 
those  that  are  NAFTA  related. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Peterson.  Thank  you,  Mr.  Flake.  I  think  you  make  some 
very  good  points,  and  as  you  are  probably  aware,  we  have  Mr. 
Ross,  the  Assistant  Secretary  from  the  Department  will  be  here.  If 
you  can  wait,  we  can  find  out  more  specifically. 

Mr.  Flake.  I  am  going  to  a  hearing  and  then  I  will  come  back, 

Mr.  Peterson.  We  can  maybe  find  out  more  specifically  what 
they  are  up  to. 

I  am  just  kind  of  concerned  that  this  new  program,  this  18- 
month  program,  is  just  going  to  kind  of  add  to  the  conftision  more 
than  anything  else. 

Don't  you  think  that  that  is  probably  going  to  be  the  effect  of  it, 
if  we  add 

Mr.  Gerald  Peterson.  I  think  it  will  add  to  the  confusion  if  you 
don't  have  some  clear  objectives. 

Mr.  Peterson.  Back  to  that  again. 

Mr.  Gerald  Peterson.  Yes,  sir.  If  you  have  some  clear  objec- 
tives, I  think  it  will  not  add.  In  fact,  I  think  it  will  reduce  them. 

Mr.  Peterson.  We  have  been  told  by  the  Labor  Department  that 
they  are  going  to  spend  $50  million  on  a  pilot  project  in  three  to 
six  States  to  test  the  concept  of  these  one-stop  centers. 

Are  you  familiar  with  that,  Ms.  Morra? 

Ms.  MoRRA.  I  have  basically  heard  that.  I  have  not  seen  any  pro- 
posal. 

Mr.  Peterson.  Workers  I  guess  are  going  to  get  job  information, 
skills  and  needs  assessments,  and  training.  Do  you  think  realisti- 
cally a^r  you  have  studied  this,  do  you  think  the  Department  of 
Labor  can  have  this  ready  to  go  next  year  given  all  the 

Ms.  Morra.  I  think  that — as  I  said,  I  think  that  the  possible  con- 
cept is  good.  I  think  starting  with  demonstrations  is  important.  I 
don't  think  you  can  go  from  nothing  to  a  full  comprehensive  pro- 
gram for  all  dislocated  workers  in  the  United  States  overnight,  £md 
so  starting  with  the  pilot  and  training  to  demonstrate  how  this 
would  work,  and  then  really  evaluating  it,  which 

Mr.  Peterson.  How  long  is  that — that  is  going  to  take  some 
time,  right? 

Ms.  Morra.  I  would  think  so. 
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Mr,  Peterson.  So  what  are  we  going  to  do  with  these  145,000 
workers  that  are  going  to  be  out  of  work  by  1995?  What  you  are 
telHng  me  says  that  this — I  guess  they  are  not  even  contemplating 
this  being  put  together  until  July  1,  1995.  So,  you  know 

Mr.  Gerald  Peterson.  I  think  this  could  be  money  well  spent, 
but  it  is  not  going  to  help  in  the  next  18  months.  It  is  not  going 
to  help  the  immediate  problem. 

Mr.  Zeliff.  Can  I  make  a  quick  comment?  The  State  of  New 
Hampshire  did  this  4  years  ago,  I  believe,  and  very  successfully.  I 
would  think  that  certainly  in  States  like  that — Maryland,  Washing- 
ton I  guess  are  also  doing  it. 

Maybe  track  some  of  the  information  that  was  run  there,  but  I 
know  in  New  Hampshire,  we  found  very  successful  results. 

One  of  the  problems  I  have  is  this  program  that  has  been  re- 
leased here,  what  is — we  are  again  telling  the  people,  we  know  we 
are  going  to  throw  145,000  people  out  of  work  so  we  are  going  to 
set  up  this  program. 

You  don't  have  to  worry  about  that  because  you  are  going  to  have 
this  training  program.  The  bottom  line  problem  is  I  nave  a  hard 
time  believing  this  is  going  to  be  any  kind  of  solution  for  these  peo- 
ple, more  than  window  dressing,  something  that  is  like  all  of  our 
rural  development  programs  that  they — whenever  we  pass  a  farm 
bill  or  some  kind  of  a  proposal,  right  before  they  get  ready  to  pass 
it,  they  say,  oh,  yes,  we  got  to  do  something  about  rural  develop- 
ment so  they  set  up  some  program  for  $20  million,  which  is  ridicu- 
lous, and  so  they  can  go  home  and  Members  of  Congress  can  go 
home  and  say  they  did  something,  when  they  in  fact  really  didn't 
do  anything  at  all,  except,  you  know,  raise  people's  expectations. 

The  other  thing  I — the  Department  of  Labor  doesn't  actually 
train  anybody,  do  they?  I  guess  maybe  I  can  ask  the — I  mean  they 
don't  have 

Mr.  Gerald  Peterson.  Job  Corps.  Job  Corps  is  a  Federal,  but 
other  than 

Mr.  Peterson.  Generally  they  contract  with  schools  and  so 
forth? 

Mr.  Gerald  Peterson.  That  is  correct. 

Mr.  Peterson.  I  mean,  that  is  how  this  works? 

Mr.  Gerald  Peterson.  That  is  correct. 

Mr.  Peterson.  Have  you  looked 

Mr.  Zeliff.  Don't  they  oversee,  oversight? 

Mr.  Peterson.  Well,  that  is  a  whole  other  issue.  We  got  our 
schools  out  there  supposedly  training  people  and  I  think  in  a  lot 
of  cases  they  are  training  people  for  jobs  that  aren't  there  anymore. 

They  are  5  years  behind  the  curve  and  so  that  is  the  other  prob- 
lem I  have  with  all  of  this.  If  we  are  going  to  spend  this  money 
and  stick  it  into  this  system,  buying  training  from  these  vocational 
schools  and  community  colleges  where  they  are  training  book- 
keepers and,  you  know,  glassblowers  and  all  this  other  stuff  that 
they  are  doing,  which  is  fine,  but  I  don't  really  think  that  they  are 
on  the  cutting  edge  of  where  these  new  jobs  are. 

Isn't  that  true? 

Ms.  MORRA.  I  think  a  school  to  work  a  transition  program  is  part 
of  your — ^when   you  do  your   comprehensive   model,   an   effective 
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school  to  work  a  transition  program  certainly  has  to  be  part  of  that 
model. 

You  have  that  component,  you  have  a  component  on — ^probably 
the  welfare  dislocated  workers  would  be  another  component,  but  I 
think  a  good  comprehensive  system  has  to  address  the  transition 
from  school  to  work, 

Mr.  Peterson.  I  think  maybe  this  is  a  good  point  to  dismiss  this 
panel  and  bring  up  Mr.  Ross. 

Mr.  Zeliff.  May  I  make  one  last  comment? 

Mr.  Peterson.  Sure. 

Mr.  Zeliff.  Ceui  we — we  would  like  to  introduce  to  the  record,  if 
you  would,  a  New  Hampshire  produced  report  by  the  Job  Training 
Council  on  the  need  to  consolidate  training  programs,  and  I  would 
like  your  permission  to  put  it  in  the  record. 

Mr.  Peterson.  Sure. 

[The  information  follows:] 
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NZW  HAMPSHIRE  JOB  TRAINING  COORDINATING  COUNCIL 


Free  L.  Gj^^on.  Chairman 


GVEFVIE-.O  <~r     -lE'.-i    -(^^FSnlrE    S 
E-IFLOVr^ENT  -ND  7P.AIMING  SYSTEM 


A  r=pcr-:  releasea  last  July  sy  'Me  'J.=.  General  Acccunr-.ng  ;--ics 
laenritied  n  ingtv~*  i  vg  -fece^ai  arc-^r'aitis  aesionea  to  help  ricnz 
the  war  on  poverty. 

The  Emoloyment  and  Training  system  at  the  -federal  level  aocears 
to  n-^ve    no  comprehensive  strategy  or  policy.   The  federal 
gcvernment  historically  sends  -uncs  into  state  and  local  areas  to 
attack  eacn  year's  new  hot  political  prcoiem  area  identiriso  by 
the  media  ana  polls.   Congress  usually  recuires   setting  up  a  new 
organization  to  administer  these  runes  ana  developing  a  program 
to  deal  with  the  cur-ent  crisis. 

Al.Ticst  all  o-f  these  organizations  thus  created  develop  an 
organization  tram  that  day  -forwara  that  tries  to  perpetuate 
itseit  and  its  administrative  structure.^   This  has  lead  to  an 
ine--icient,  duplicative  hooge-:=oage  or  agencies  and  programs  on 
the  stats  and  local  level,  operating  independently  o-f  eacT\    otner 
and  orooucmg  massive  -rragmentat  ion  o-f  ST-fort.   Un-fartunatBiy , 
state  and  local  employment  and  training  systems  tend  to  tuirror 
the  national  fragmentation  rrcm  wnence  they  were  spawned. 

In  a  small  state  like  New  H=mpsni-e,  we  have  •*!  dir-ferent 
puoiicly  -funded  programs,  efnploymg  .1,083  people  and  spending 
i-i^T. -T;?.  523  in  the  areas  o-f  emplo-yment  training,  vocational 
training,  rehabilitation,  and  education.   These  srograms  wnicn 
•r---er  nar"-3w  and  restrictive  rules  ana  regulations,  cry  out  -^cr  a 
better,  more  coordinated.  cost-e--ect i ve  aporoacn. 

Cur-ently.  the  NH  employment  and  training  system  stands  as  a 
collection  o-f  relatively  independent,  narrowly  targeted  prcot^ams. 
up  =  ratsa  Sy  more  than  Zh    di-^-erent  agencies  ana  developed  over 
the  course  o-f  more  than  50  years  o-f  state  and  feceral 
legislation,  the  programs  lact;  a  clear  common  mission  or  coherent 
policy  -framework  needed  to  shape  them  'as  a  power-'ul  tool  -for 
•ampioyment  and  growth. 

As  a  service  system  aimed  at  jot  seeders  and  employers,  the 
state's  programs  present  a  con-fusin-g  bureaucratic  maze  o-f  entry 
points  and  eligibility  reaui  rsmen  ts .  As  tools  -for  dealing  with 
issues  o-f  employment  and  economic  development,  they  can  be  slow 
and  unwieldy.  And  while  most  o-f  'f\s  vital  pieces  are  m  place, 
spe-zi-fic  gaos  in  services  remain. 

These  programs  have  numerous  policy  making  and  advisory  boarcs. 
They  have  varied  administrative  and  delivery  o-f  service 
mecrran  isms.   They  operate  with  di-f-erent  regulations  and  many 
distinct  federal,  state,  and  local  -funding  systems. 

All  o-f  their  planning  appears  to  5e  zon-e  independently  in 
response  to  federal  auideiinss.  c-:te-i?.  and  time  tables.   There 
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1=  ii-.zl^    ccofTin^ted  oliinnina  evident. 

rh=  NH  ]cc    Tr--5ining  CoofO  ina  t  ing  Council  (NHJTCC)  i=  =n 
'.nG=ri-=na5nt  boav  or  private  businesses,  labor  organ  i  zat  ion  = . 
=tate  agencies,  and  local  agencies  which  oversees  and  evaluates 
the  JccTraining  Partne.'-sn  ip  Act  (JTFA)  to  assure  an  e-fTicierr 
and  Z02  t-e- -ec?  1  va  emoloyment  and  training  system  in  the  stats  z-r 
MH. 

Ths  NHJTCC  has  the  responsibility  under  -federal  law  to  "identiry 
cooperatively  the  employment  and  training  and  vocational 
ed'-ication  needs  throughout  the  state  and  assess  the  e-tsnt  to 
which  employment  and  training,  vocational  education,  rehabili- 
tation services,  public  assistance,  economic  develODment,  and 
other  Federal,  State,  and  local  programs  and  services  represent  a 
consistent,  integrated,  and  coordinated  approach  to  mee'ring  the=e 
neecs . " 

The  Coord  inat  ".ng  Council's  members  and  stat+  spent  more  than  a 
-ear  and  a  halt  e:;amininq  employment  and  training  programs  and 
svstems  in  NH.  in  other  states  and  in  other  countries.   They 
brought  their  own  business  e;;periencB  to  the  table,  as  well  as  a 
deep  commitment  to  improving  NH " s  delivery  o+  these  services  and 
to  developing  a  model  -for  the  nation.   This  report  is  the 
NHJTCC '  3  assessment  o-f  the  NH  Employment  and  Training  System. 

In  order  to  make  viable  recommendations  it  is  essential  to 
understand  what  resources  were  already  available  and  to  what 
e;:tant  thev  interact.   For  the  past  year  we  have  -focused  our 
activities  on  making  such  an  inventory  and  it  is  now  ready  -for 
delivery  and  analysis.   It  is  crystal  clear  that  there  is  a 
mvriad  O-f  crograms  supported  by  -federal,  state,  and  local  -funds. 

As  irovernor  John  Sununu  said,  "We  w=int  the  authority  and  the 
-f  1=::  10  1  1  1 1  •  to  tailor  those  programs  to  our  speci-fic  neeos." 

In  developing  this  directory  ai    NH  programs  it  became  oDvious 
that: 

"there  is  no  one  coordinated  or  organized  employment 

training  "system"  in  New  Hampshire; 

S»  - 

what  e::ists  -for  employment  training  in  the  state  is  a 
very  -fragmented  delivery  system; 

the  various  providers  seem  to  be  doing  exceptional  jobs 
in  their  various  spheres; 

■formal  linkages  between  providers  is  the  exception  rather 
than  the  rule; 

universal  or  common  standards  o-f  data  collection  and 
reporting,  as  well  as  accountability  and  performance 
measuring,  do  not  exist; 
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c-f  all  education  and  training  prcgraiDS  snould  be 

in  close  consul  tar  ion  with  one  another.   The  goals 

programs  shculc  be  clearly  stateo  anc  the  .nerhoos  oV 

ramaticn  should  be  includeo  in  each  =  1  an . 

loymsnt  and  training  system  should  provide  easy,  "one 
cess  -for  both  employers  ana  citizens  to  its  prcgrains 
The  value  and  usa-ulness  o+  the  state's  eTiploymenr 
svstem  to  )CQ  see> ers  or  employers  aepends  on  the  ea 
ch  It  can  connecc  people  with  its  srcgrams.  Currentl 
e'3  ernp  1  oviTien t  and  training  sysrem.  with  its  variety 

and  agencies,  presents  a  contusing  and  otten 
tina  Dicture  to  these  hoping  to  use  its  ss'^vices. 
througn  Iccal  ope^'ating  agreements,  joint  cperatirg  c 
g  ventures  at  the  state  level,  or  cnarges  in  the  'ms/ 
s .stem  is  structurec,  the  state  must  mats  its  prcgrams  mere 
accessible  to  those  seef mg  ana  these  arovicmg  jcos. 
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The  concept  c-r  "one-stop  shopping"  centers  through  co— locating  Mh 
a-aercies  should  be  implemented  as  an  e--ective  means  ot 
eliminating  duplication  o-f  e-f-fort.  imc'>-oving  service  delivery, 
recucmg  operating  costs  and  fostering  better  coordination  anc 
c  ommun ications. 


We  need  local  centers  that  consol: 
access . 


date  and  simplify  client 


We  need  to  utilize  the  medical  comple::  design  where  you  go  to  a 
Tf-ont  desJ:;  get  inta^  e  and  assessment:  you  ^rs    diagnosed  and  sent 
to  the  appropriate  treatment.   We  should  use  a  diagnostic  center 
ccmcsle::.   When  you  go  to  a  medical  comple:;   like  Matthew 
Thcrnton,  the  people  that  see  you  come  in  the  door  don't  know  if 
vcu  went  to  a  psychologist,  gynecologist,  or  srcctologist  or  if 
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T;-,=     :  tic '.^■■nen  t?.":  •- en    o-     the    concept    o-^     "one-s-top-'snc-oo  in'3 

cr-'.ild    r-=c'.'.c=    the    duplication    ot    ^T-^ort    and    simultaneously    imcrove 

==rvic=    oelivsfv.        In    addition,     a    ■'one-=top-=hopp  ina"     =y=t5m 

cruld    s  t.=indarc  1  ze    "^or-iis    and    simplify    admin  i  atr  at  iv?   proc=oure  =  . 

The    "one-1  top-3hcpp  ina  "    ays-em    could    enhance    inter — dep  artmeni;a  1 

cccpet-at  ion .     improve    service    delivery,     and    reduce    operatin-a 

costs. 

In  summary,  the  national  trend  is  toward  a  more  cohesive 
employment  and  traininvg  3ysT;em.   The  problems  ot  duplication, 
overlap  and  competition  have  been  recognized;  and  recent 
le'^islation  has  provided  -for  closer  cooperation.  But  these 
developments  will  not.  in  and  ot  themselves,  guarantee  the 
building  ot  a  strong  system.   The  opportunity  has  been  presented: 
the  door  has  been  opened.   The  e:;tent  and  pace  o-f  system-bu  i  Id  ing 
will,  depend  in  largest  measure  on  srate  and  local  commitment  and 
in  1 1 1  at  1 ve. 

We  are  pleased  to  present  the  -following  speci+ic  recommendations, 
which  we  believe,  i -f  implemented,  will  help  bring  order  out  o-f 
chaos  and  impr-ove  the  cost-e-f -feet  i  venes^  o-f  these  programs.   We 
believe  it  is  vital  to  the  continuation  o-f  New  Hampshire's 
vibrant  economy  that  we  take  these  steps  to  aid  our  business 
community  by  providing  a  dedicated,  skilled  work-force. 

Linking  e-conomic  development  and  employment  and  training  programs 
makes  good  sense.   Job  creation  is  the  most  important  goal  o-f 
public  investment  in  economic  development;  employment  and 
training  programs  pt-'spAre    people  -for  work  and  place  them  m 
permanent,  private  sector  jobs.   By  linking  organizations  and 
programs  which  have  these  missions,  an  important  business  need 
can  be  -filled,  and  more  jobs  can  be  generated  -for  the  unemployed 
and  the  unaer  employed. 

Trained  labor  has  become  a  critical  -factor  -for  many  businesses. 
including  traditional  manu-f ac tur ing  -firms  that  ^rs    struggling  to 
compete  with  strong  -foreign  competition,  and  service  and  "hign 
tech"  companies  whose  growth  can  be  constrained  i -f  their  human 
capital  needs  ^rt^    not  met.   To  a  greater  degree  than  ever  be-fore, 
the  nation's  economic  strength  depends  on  human  capital  -  the 
education  and  skills  o-f  the  work  -force.   The  demand  -for  skilled 
labor  will  increase,  but  the  pool  o-f  new  workers  will  grow 
smaller,  with  the  risk  that  a  higher  proportion  o-f  them  will  be 
poorly  educated  and  untrained.   The  link  between  job  creation  and 
human  capital,  there-fore,  must  be  strengthened,  and  the 
responsibility  -for  achieving  that  goal  will  -fall  primarily  on 
state  and  local  governments'  employment  and  training  systems. 

As  trained  labor  has  become  a  more  signi-ficant  -fact  in  business 
investment  decisions,  the  potential  value  o-f  employment  and 
training  services  in  business  investment  incentive  packages  has 
increased.   Initial  labor  costs  can  be  reduced  through  training. 
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Fr-ed  L.  G^^^rnon 
Cha 1 rman 
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NEW  HAMPSHIRE  JOB  TRAINING  COORDINATING  COUNCIL 


Fred  L.  Gagnon.  Chairman 

SUMMARY  OF  RECOMMEN'DATIONS 


1.  We  recommend  the  development  of  an  inproved  computerized  system  for 
tracking  of  all  Federal  grant  applications.   The  grant  tracking  systen 
should  include  checks  for  duplication  of  services,  appropriateness  of 
request,  Governor  &  Council  approval  where  required,  receipt  of  funds, 
accounting  for  funds,  monitoring  of  performance. 

2.  We  believe  that  NK  employers  must  be  seen  as  full  partners  in  the 
planning,  design,  financing  and  operation  of  enployment  and  training 
programs  and  as  the  major  market  for  the  state's  employment  system.   The 
employment-  and  training  system  must  be  able  to  meet  the  needs  of  employers 
if  it  is  to  adequately  serve  those  seeking  jobs. 

3.  We  recommend  that  there  should  be  one  statewide  board  or  council, 
including  representation  from  the  Job  Service  Advisory  Committees;  the 
State  Board  of  Education;  the  NH  State  Council  for  Vocational  Technical 
Education;  the  Board  of  Governor's  for  Post-Secondary  Vocational  Education: 
NH  Consumer  Advisory  Committee  Division  of  Vocational  Rehabilitation;  the 
Apprenticeship  Council;  the  Private  Industry  Councils;  and  the  NH  Job 
Training  Coordinating  Council;  with  a  significant  fraction  of  its  members 
from  the  business  community  to  determine  what  agencies  should  perform  what 
functions  in  all  federally  funded  employment  and  training  related  programs. 

This  new  council  would  review  all  annual  federal  fund  applications  60  days 
before  they  are  to  be  submitted  to  Washington  and  comment  on  their 
consistency  with  the  coordination  guidelines  contained  in  a  master  plan  tr.e 
council  would  develop. 

This  council  would  set  goals  for  how  the  state  and  federal  programs  shcu-i 
be  interrelated  and  review  and  evaluate  whether  these  objectives  are  being 
met . 

Membership  of  this  council  shall  not  exceed_^  25  working  members  and  should 
be  cross-cutting  including  business  people,  government  elected  officials, 
and  representatives  of  training,  education,  economic  development,  welfare, 
labor  exchange  agencies,  and  organized  labor.   Members  of  this  council 
should  be  appointed  by  the  Governor. 

4.  This  revamped  council  should  recommend  a  planning  process  similar  to 
Florida's  that  outlines  quantified  statewide  objectives.   The  involved 
agencies  could  then  sit  down  together  and  determine  concrete  goals  by 
geographic  area  for  each  agency  to  reach  the  overall  objectives.   We 
recommend  that  all  state  agencies  involved  in  employment  and  training 
should  have  a  uniform  planning  format  and  procedure .  a    uniform  procedure 
for  establishing  performance  standards  .  an  internal  monitoring  system 
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with  monitoring  tools.   We  recommend  that  the  revamped  NHJTCC 
should  outline  and  publish  accountability  standards  and 
performance  measure  for  all  providers  of  Vocational  Education  and 
Job  Training.   We  view  accountability  as  essential  if  we  are  to 
develop  a   coordinated  and  flexible  plan  to  provide  training  and 
retraining  for  New  Hampshire's  future  workforce. 

5.   We  recommend  that  the  commissioner  of  Administrative  Services 
in  conjunction  with  the  executive  director  of  the  NH  Job  Training 
Coordinating  Council  should  establish  a  plan  to  co-locate  when 
ever  feasible  at  the  local  level  organizations  such  as  the: 


Dept  of  Employment  Security; 

Job  Training  Partnership  Act  (all  titles,  including 
programs  for  disadvantaged  youth  and  adults,  dislocated 
workers,  elderly,  and  educational  coordination); 

Employment  programs  for  AFDC  recipients; 

Other  special  employment  preparation  programs  for  social 
services  clients  (refugees,  food ''stamp  recipients, 
elderly  general  relief  recipients,  and  others); 

Vocational  Rehabilitation  programs  for  disabled  people; 

Apprenticeship  training  and  other  appropriate  agencies. 

and  other  appropriate  agencies  that  will  lead  to  the  early 
establishment  of  a  one-stop  shopping  center  concept  for 
governmental  related  employment  and  training  services. 

6.  We  believe  that  the  implementation  of  the  concept  of  one-stop 
shopping  centers  could  reduce  the  duplication  of  effort  and 
simultaneously  improve  service  delivery.   In  addition  a  one-stop 
shopping  system  should  standardize  forms  and  simplify 
administrative  procedures.   A  one-stop  shopping  system  should 
enhance  in t erde par ttoental  cooperation,  improve  service  delivery, 
reduce  operating  costs,  and  most  importantly  of  all  be  by  far 
more  convenient  to  the  clients  we  serve.   We  believe  this  concept 
will  better  meet  the  client's  needs  and  enable  us  to  offer  more 
personalized  service. 

7.  We  recommend  a  single  "financial  aids"  office  function  to 
administer  all  client  allowances,  day  care  reimbursement, 
transportation  reimbursement,  etc.,  within  requirements  of 
individual  programs. 

8.  The  one-stop  shopping  center  should  develop  a  child  care 
program  to  provide  financial  assistance  to  needy  families  so  that 
parents  can  work,  or  prepare  for  work  through  education  and  job 
training  programs.   Child  care  funding  should  be  consolidated  in 
a  single,  and  adequately  financed  program  available  to  working 
poor  families  and  to  unemployed  people  engaged  in  Job  Training 
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-.   '■')■=  r'scdnmend  'he  N^w  Hi-.(no  =  n  ;r=  D-=5  f.r";.Tier  t  at  Health  arc  HviTiin 
•3er".- icss  5i5nnuaily  --evisw  ■2=y  care  licensing  feaulstions  -o 
er=ure  that  m  achieving  sa-fe.  quality  day  care,  unnecesaafy 
car'-iers  are  no"  e=;.?-b  1  i  =hed  to  the  crsaticn  o-f  new  day  care 
tv.= :  ne=  =  es . 

1'!'.   We  rec::iTiinend  the  de-.-el-^P'Tient  ct  a  ccordinated  transpcrta t  icn 
=y=tem  for  clients  participating  in  employiTienr  and  training 
P'-cgrams.   A    coordinated  t  ransporrat  icn  syste-n  woula  enable 
potential  emo  loymen  t  and  training  clients  lacJ  mg  adeauate 
traneportat ion  to  participate  in  employment  and  training 
p rc^rams . 

11.  We  recommend  the  development  ot  a  rommon  in  — tajfe  -form  r'-:r    all 
clients  that  can  be  used  interchangeably  by  all  agencies:  tnat 
there  be  also  a  common  assessment  and  evaluation  process  to 
determine  what  tyoe  of    3e>"vices  eacn  clienc  should  receive  ana  in 
what  order.   The'"e  should  also  be  estaolisnsc  an  interagency  team 
to  evaluate  the  client  assignments  to  make  sure  that  they  are 
aporopr late. 

12.  We  recommend  a  development  o-f  a  client  management  approach 
that  -focuses  on  the  needs  o-f  a  client.   There  should  be  a  binamg 
contractual  agreement  between  the  recipient  and  the  state  whicr. 
lays  out  mutual  obligations  —  the  client  to  strive  -for  sel-- 
su-friciency  and  the  state  to  provide  adeauate  supnort  services 
■for"  a  designated  period  Or  time  as  the  client  moves  towards 
scrnomic  independence. 

IT.  The  state  should  develop  prcgram  mcaels  including 

en trspreneursn ip  training  tailored  to  Tne  neecs  ot  new  or  smaller 
businesses  and  increase  its  et-forts  to  mar>  et  all  its  employment 
arc  training  programs  tc  small  ana  necium  sicso  tirms.   Mucn  or 
NH ' s  ;ot  growth  is  tat  mg  place  among  small  ana  medium  sited 
tir-ns.   Small  businesses,  along  with  newlv  eslaolished  firms,  are 
ot-en  unaware  c-f  availaoie  employment  and  training  programs  or 
li-.c!  the  time  and  resources  needeo  to  take  aovantage  o-f  existing 
serv ices. 

14.  Recipients  o-f  Aid  to  Families  with  Dependent  Children  snoulc 
be  placsd  in  jobs  at  wage  levels  which  adequately  support  the 
family  without  the  continuance  o-f  ancillary  assistance  payments 
such  as  food  stamps.   These  payments  should  be  phased  out  in 
accordance  with  need  over  a  1  year  period.   Minimum-wage 
employment  should  be  a  last  alternative  in  job  placement  e-f-forts. 

15.  We  recommend  that  businesses  or  industries  which  receive 
publicly  funded  development  or  training  monies  be  encouraged  to 
enter  into  "first  source"  agreements  for  hiring  new  and 
replacement  employees.   Private  sector  employers  receiving  public 
monies  either  for  start— up  or  for  expansion  should  be  encouraged 
to  enter  into  agreements  which  require  them  to  use  as  their 
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"^ir-^t    =OLirc  =  "  fcf    hiring  entry— level  or  rsp  lacemeni;  employees 
those  ,*er=cns  re--er"red  by  Public  eiTioloyment  and  traininq  agencies 
5.nd  development  assistance  or  public  +unds.   Such  arrangements 
enable  the  public  to  receive  a  direct  return  on  the  investment  or 
public  monies  in  aiding  private  development  e-f-forts.   In  this 
same  spirit,  all  businesses  hiring  new  and  replacement  employees 
should  be  encouraged  to  look  to  public  employment  and  training 
programs  as  a  first  source  tor"  re-ferrals  o-f  workers. 

16.  We  recommend  that  the  state  explore  all  available  methoos  or 
impr-oving  the  employment  opportunities  of    persons  receiving 
Unemployment  Insurance  and  Welfare  bene^fits.   Employers  should  be 
mace  more  -familiar  with  the  tax  incentives  currently  available  to 
increase  employment  opportunities,  such  as  the  Targeted  Jobs  Ta;: 
Credit  and  the  Wel-fare  Grant  Diversion  Programs. 

1".  We  believe  that  in  order  to  keep  pace  with  the  changes  in 
NH's-  economy  and  work-force,  a  restructuring  ot  educational  goals 
ana  policies  will  be  required. 

The  basic  stills  o-f  reading  and  writing  should  continue  to  be  a 
primary  educational  emphasis.   Math,  science,  and  computer 
literacy  are  also  necessary  skills  -for  the  -future. 

An  emphasis  on  training  and  skill  development  -for  high  technology 
employment  should  not  diminish  the  need  for  a  continued  emphasis 
on  basic  skills  and  inculcating  the  values  of  a  strong  work 
e^ihic. 

Vocational  education  and  training  programs  must  be  flexible  in 
designing  and  adjusting  curricula  to  meet  the  changing  needs  of 
wor't  er*s  anb  employers. 

A  training  environment  dominated  by  technology  must  have  access 
to  e-^uipment  and  technical  personnel  for  adequate  training. 

la.  We  recommend  that  the  revamped  Coordinating  Council  mandate 
and  publish  accountability  standards  and  placement  performance 
measures  for  all  providers  of  vocational  education  and  job 
training.   We  view  accountability  as  essential  if  we  are  to 
develop  a  coordinated  and  flexible  plSw  to  provide  training  and 
retraining  for  NH ' s  future  workforce.   We  need  to  monitor  the 
participants  in  our  programs,  and  assess  placement  and  retention 
ratios  and  cost  per    participant  for  training  and  retraining.   We 
must  evaluate  which  programs  are  successful  in  reaching  their 
tar-jet  populations,  and  which  are    successful  in  the 
implementation  of  their  curriculum,  placement  and  program  goals. 
The  state  should  invest  its  private  and  public  resources  only  in 
those  programs  which  are    successful  in  meeting  both  quantitative 
and  qualitative  criteria. 

19.  We  recommend  that  the  DES  Labor  Exchange.  DVR,  Welfare 
Training,  and  JTFA  should  be  linked  together  electronically  in  a 
unified  initial  intake  and  eligibility  determination  network  that 
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r.i=  =n     ■.n'-s--3r=iZea    ta==  rcmiTion  tc  aii  ■jssrs.   A  clisn;  will  srTSf 
r-o  svsrsiii  ar  sny  dara  ccmt  ana  ioaz    acencv  will  per-orm  -hs 
■;  =  =  ;;;  daira  -allsction  needsa  tor  3  1  i-3  :b  :  1  i  ty  dstet-iTiina':  ion  rcr 
=  11  par  t  icipat  ing  emplcment  and  training  proQrams.   The 
smclcvment  and  training  intake  sv^Tsm  would  also  be  lin».=d  to  the 
iJC  and  AFDC  systems  to  -further  el  inmate  reGunaancy  and  -fosTsr 
in -ot-'nat  ion  sharinq. 

20.     We  believe  that  ancther  opccr-^unity  -for  improved  cos"- 
e**ect  1  veness  is  through  consol  idaT:  ion  at    ac-ivities  in  employer 
relations.   EiTiployers  are  the   i<:ey  "customers"  o-f  employment  and 
training  programs,  and  they  a>'=    convinced  that  duplication  — 
especially  in  job  development  contacts,  or  the  marketing  ot 
clients  —  abounds.   Now.  employers  Ari    appi'oacneo  by  multiple 
agencies  on  behalf  o*  various  clients.   A  uniried  inret — agency 
mar^e':in-q  svstem  should  be  developec. 
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BASIC  PRINCIPLES 
for  N.H.  Welfare  Refcarm 

1.  The  quality  o-f  li-fe  must  be  clearly  more  attractive  -for  the 
working  mother  than  is  the  quality  o-f  li-fe  o-f  an  AFDC  recipient. 

2.  Our  goal  is  to  help  AFDC  recipients  achieve  economic  sel-f- 
suf-ficiency  -for  themselves  and  their  -families.   The  program  is 
intended  to  shorten  periods  o-f  wel-fare  dependency  and  help 
clients  make  the  transition  to  unsubsidized  employment  through 
the- maximum  use  o-f  training  and  educational  opportunities. 

3.  We  must  train  them  in  skills  that  pay  high  enough  wages  and 
bene-fits  to  keep  them  o-f-f  o-f  public  assistance. 

4.  All  employable  public  assistance  recipients,  regardless  o-f 
their  children's  ages,  should  be  actively  involved  in  job- 
oriented  or  employabi 1 i ty-enhancing  activities. 

5.  Individualized  service  plans  should  be  developed  -for  each 
employable  recipient,  so  that  the  responsibilities  and 
commitments  o-f  both  the  client  and  the  agency  will  be  made 
explicit  and  clearly  understood. 

6.  Involvement  o-f  the  business  community  in  the  decision  making 
process  has  been  a  key  component  o-f  JTPA  success  and  is  essential 
to  making  wel-fare  re-form  a  reality. 

7.  Program  must  -focus  on  the  needs  o-f  the  clients  and  the 
economy,  not  the  needs  o-f  the  institutions  involved. 

8.  One  o-f  the  major  elements  o-f  success  is  to  restore  the 
clients'  sel-f-con-f  idence. 

9.  A  skilled  work  -force  is  essential  to  economic  growth  so  we 
must  do  real  training. 

10.  We  must  develop  a  one  stop  system  with  all  federal  and  state 
-funds  in  one  pot  with  -funding  decisions  made  by  business 
dominated  board. 

11.  We  should  strive  -for  a  minimum  hourly  wage  o-f  S6.00  plus 
bene-fits  -for  the  worker  and  her  children  because  it  takes  that 
much  to  get  and  keep  a  woman  o-f-f  o-f  wel-fare. 


179 


New  Hampshire  State  Job  Training 
Coordinating  Council  iVIembers 

MR.  FRED  L.  GAGNON,  CHAIRMAN 
DIRECTOR,  NU-CAST  INC.  LONDONDERRY 


THE  HON.  FREDERICK  G.  AHRENS 
MERRIMACK 

JOHN  ALLEN,  PRESIDENT 
AMOSKEAG  BANKS 

LINDA  BISSON,  COMMISSIONER 
PUBLIC  UTILITIES  COMMISSION 

ROBERT  BLOOMFIELD,  PRESIDENT 

NH  VOCATIONAL  TECHNICAL  COLLEGE, 

NASHUA 

MJO^Y  PILLS  BURY  BROWN,  COMMISSIONER 
POST-SECONDARY  VOCATIONAL-TECHNICAL 
EDUCATION 

JOHN  E.  BURNS,  DIRECTOR 
DIVISION  OF  ECONOMIC  DEVELOPMENT 

RICHARD  CUNNINGHAM 
MANAGER-RESIDENTIAL  MORTGAGE 
ST.  MARY'S  BANK 

HARLAND  EATON,  PRESIDENT 

NH  STATE  LABOR  COUNCIL  AFL-CIO 

WILLIAM  GINGRICH,  GENERAL  MANAGER 
GENERAL  ELECTRIC  CO. 

ELI  ISAACSON 

ISAACSON  STRUCTURAL  STEEL 

DR.  PAUL  O.  JOHNSON,  SUPERINTENDENT 
SAU  #57 

PHIL  LEARNED 

CHIEF  EXECUTIVE  CHEF 

THE  BALSAMS  HOTEL 

THOMAS  LEDOUX,  PRESIDENT 
TOM- RAY  OFFICE  SUPPLY 

DR.  JOHN  T.  MACDONALD,  COMMISSIONER 
STATE  DEPARTMENT  OF  EDUCATION 


JAMES  MACKAY,  MAYOR 
CITY  OF  CONCORD 

STEVE  MATTIL 

PRO-SERV  PROPERTY  MANAGEMENT  INC. 

MARY  MONGAN,  COMMISSIONER 

DEPT.  OF  HEALTH  S  HUMAN  SERVICES 

ROBERT  MORNEAU,  BUSINESS  AGENT 
TEAMSTERS  LOCAL  633 


NORM  PARKS 

CORPORATE  PERSONNEL  DIRECTOR 

SANDERS  ASSOCIATES,  INC. 

THE  HON.  CHARLES  PUKSTA 
CLAREMONT 

JOHN  J.  RATOFF,  COMMISSIONED 
DEPT.  OF  EMPLOYMENT  SECURITY 

LOUIS  EDWARD  REYOR,  MAYOR 
CITY  OF  KEENE 

GEORGE  M.  ROSS ITER 
VICE  PRESIDENT 
MARKEM  CORPORATION 

THE  HON.  PATRICIA  SKINNER 
Wli^HAM 

PETER  THOMSON 

STATE  EXECUTIVE  DIRECTOR 

U.S.  DEPT.  OF  AGRICULTURE,  ASCA 

THE  HON.  HELEN  WILSON 
CANDIA 


180 


•■2    ~    numt-rf 


.'TPA  Or-^an izat ions  who  =r.o'"  =  r 
ana  their  reports  wi~h  us.   Manv 
mnova  1 1  •,  ■?  ideas  and  cro-arams  ar'e  inclL'.ded  in 
tor  rdoptic-n. 


ot  thsir 
our  recoiTiiTienjc-  ■:  i  ~r 


1  nc  l'j.d  ma  : 


3TATE  JTF 

ARIZONA 

CALIFORNIA 

COLORADO 

FLORIDA 

MAINE 

MASSACHUSETT 

M I CH I GAN 

OHIO 

WISCONSIN 

VERMONT 


COUNCILS 


NATIONAL  ALLIANCE  OF  BUS CMESS 
NATIONAL  GOVERNORS  ASSOCIATION 
NATIONAL  ASSOCIATION  OF  COUNT  I E  = 
NH  LEGISLATIVE  COMMITTEE  TO 

STUDY  HEALTH  RELATED  ISSUES 
FOP  CHILDREN  IN  POVERTY 
NH  STATE  COUNCIL  FOR  VOCATIONAL 

EDUCATION 
DEPARTMENT  OF  HEALTH  i!<  HUMAN 
SERVICES  REGION  I 
ADMINISTRATORS  OFFICE 


181 

Mr.  Zeliff.  I  think  one  of  the  things  I  got  out  of  this  is,  and  very 
good  testimony,  but  by  everybody's  admission,  I  think  take  some  of 
the  goals  that  were  specified  in  JTPA,  rather  than  reinventing  the 
wheel,  and  try  to  restart  with  that,  consolidate  programs  and  tiy 
to  take  the  moneys  that  we  have  and  try  to  do  exactly  what  I  think 
you  feel  that  we  need  to  do  and  I  certainly  agree. 

Mr.  Peterson.  OK,  again,  we  want  to  thank  the  witnesses  for 
being  with  us  and  for  all  the  work  that  they  have  done  on  this  im- 
portant issue. 

Hopefully  it  will  help  us  come  to  the  right  conclusion  and  make 
things  work  a  little  better. 

Thank  you  very  much. 

We  will  now  call,  now  we  have  set  the  stage  and  raised  a  lot  of 
questions,  the  man  with  all  the  answers. 

Mr.  Ross.  You  must  have  been  calling  someone  else.  It  is  cer- 
tainly not  me. 

Mr.  Peterson.  We  welcome  Mr.  Douglas  Ross,  the  Assistant  Sec- 
retary of  Labor  for  Employment  Training  and  appreciate  him  mak- 
ing his  schedule  available  for  us  today  so  we  can  take  a  look  at  this 
and,  as  you  know,  Mr.  Ross,  these  hearings  are  investigative  hear- 
ings, and  so  we  don't  prejudice  anybody,  we  swear  everybody  in. 

So  if  you  don't  have  any  objection  to  that. 

Mr.  Ross.  Can't  think  of  any. 

[Witnesses  sworn.] 

Mr.  Peterson.  Again,  welcome  to  the  committee.  Your  testimony 
will  be  included  in  the  record  in  its  entirety  so  you  can  feel  free 
to  summarize,  or  respond  to  what  you  have  heard,  maybe,  if  you 
want  to,  and  then  we  will  have  a  little  discussion  afterwards. 

Welcome  to  the  committee. 

STATEMENT  OF  DOUGLAS  ROSS,  ASSISTANT  SECRETARY,  EM- 
PLOYMENT AND  TRAmmC  ADMINISTRATION,  U.S.  DEPART- 
MENT OF  LABOR,  ACCOMPANIED  BY  JERRY  SMITH,  ECONO- 
MIST, OFFICE  OF  TAA 

Mr.  Ross.  Thank  you,  Mr.  Chairman,  members  of  the  sub- 
committee. I  am  in  fact  pleased  to  be  here  to  testify  on  both  the 
Trade  Adjustment  Assistance  Program  and  the  development  of  a 
transitional  program  to  assist  workers  who  may  be  dislocated  by 
the  North  American  Free  Trade  Agreement  until  a  comprehensive 
worker  adjustment  system  of  the  kind  we  have  been  talking  about 
here  which  pulls  a  lot  of  these  different  programs  together  can  be 
put  in  place. 

The  audit  of  TAA  conducted  by  the  Department  of  Labor's  Office 
of  the  Inspector  General,  as  well  as  the  earlier  GAG  study,  point 
out  that  there  are  some  very  significant  problems  with  the  current 
TAA  program. 

I  agree  with  the  majority  of  those  findings.  I  think,  by  the  way, 
I  would  commend  both  the  IG  and  the  GAO  for  what  I  thought 
were  very  useful,  very  constructive  studies.  And  I  agree  that  we 
are  going  to  have  to  address  those  if  TAA,  as  it  currently  exists, 
is  going  to  be  effective. 

It  is  because  of  our  own  impressions  of  problems  with  TAA  as  we 
came  in — I  have  now  been  here  I  guess  about  9  weeks,  plus  the  fact 
that  we  are  beginning  to  get  feedback  on  past  studies  as  well  as 
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the  IG  study,  that  we  decided  not  to  use  the  existing  TAA  program 
to  help  NAFTA  dislocated  workers. 

We  took  these  findings,  which  you  heard  about,  plus  others  we 
had,  into  account  in  designing  the  bridge  program  that  the  admin- 
istration is  proposing  to  help  NAFTA  dislocated  workers.  And 
again,  we  call  it  a  bridge  program  because  it  is  a  temporary  bridge 
to  get  us  to  the  kind  of  comprehensive  system  that  you  heard, 
again,  both  the  representatives  of  the  IG  and  the  GAO  talk  about 
as  something  that,  in  fact,  represents  the  right  direction. 

This  bridge  program  that  we  are  proposing  will  ensure  that 
workers  adversely  affected  by  NAFTA  are  provided  early,  effective, 
and  comprehensive  adjustment  assistance.  This  assistance  will  be 
provided  to  workers  who  lose  their  jobs  either  because  of  an  in- 
crease in  imports  from  Mexico  or  Canada,  or  because  of  a  shifl  in 
production  by  a  worker's  firm  to  either  of  those  countries. 

The  bridge  program  will  cover  the  period  between  the  effective 
date  of  NAFTA,  which  is  January  1,  1994,  and  the  anticipated  be- 
ginning of  the  new  comprehensive  worker  adjustment  system  that 
we  believe  or  hope  will  be  put  in  place  by  July  1,  1995,  with  the 
cooperation  of  the  Congress. 

The  NAFTA  bridge  program  we  are  proposing  uses  TAA  as  the 
legislative  vehicle,  however,  the  NAFTA  bridge  program  will  differ 
significantly  from  TAA  and  will  address  directly  concerns  raised  by 
the  OIG  and  the  GAO,  as  well  as  others,  and  let  me  quickly  run 
through  those  differences  because  I  think  they  are  important. 

The  first  is  certification.  You  heard  especially  from  the  GAO  that 
under  TAA,  the  lengthy  and  cumbersome  certification  process  gets 
in  the  way  of  workers  quickly  getting  the  kind  of  help  that  we  find 
that  is  so  effective. 

The  bridge  program  proposes  a  relatively  streamlined  certifi- 
cation process,  recognizing  we  want  to  get  to  a  point  where  there 
is  no  certification  process  because  it  doesn't  matter  why  you  lost 
your  job.  You  don't  care  why  you  lost  your  job.  You  lost  it.  You  need 
another  one.  All  of  this  is  sort  of  bureaucratic  rigmarole. 

In  the  interim  the  way  it  will  work  is  the  Governor  will  ha.ve  10 
days  to  review  workers'  petitions  to  make  a  preliminary  finding  of 
eligibility  for  upfront  services.  After  that  work  is  done,  it  will  be 
sent  to  the  Secretary  of  Labor  who  will  make  a  decision  regarding 
certification  of  eligibility  for  more  comprehensive  services  within  30 
days. 

Now,  the  second  major  difference  over  TAA  is  these  front-end 
services.  We  have  run  a  number  of  demonstrations  that  show  if  vou 
can  start  working  with  people  right  off  the  bat,  maybe  even  when 
they  know  they  are  going  to  be  displaced,  have  their  pink  slips,  but 
they  are  not  even  out  the  door  yet,  you  reduce  significantly  the 
time  they  are  out  of  work. 

One  of  the  major  problems  with  the  current  TAA  program  is  that 
covered  workers  frequently  don't  receive  basic  readjustment  serv- 
ices until  long  afler  they  are  dislocated  because  of  this  lengthy  dis- 
location process. 

Under  what  we  are  proposing  here,  Mr.  Chairman,  once  the  Grov- 
ernor  makes  this  preliminary  finding,  within  10  days  that  the 
worker's  petition  meets  these  basic  eligibility  requirements,  covered 
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workers  will  have  immediate  access  to  rapid  response  and  a  wide 
variety  of  readjustment  services  right  off  the  bat. 

Going  through  the  further  process  with  the  Secretary  will  deter- 
mine whether  they  are  subsequently  eligible  for  the  training  and, 
if  necessary,  if  training  goes  beyond  their  UI,  extended  income  sup- 
port. So  we  are  doing  away  with  this  long  delay  at  the  front  end. 

No.  3,  waivers.  You  heard  especially  from  the  IG's  office.  The  cur- 
rent law  allows  a  worker  to  receive  trade  adjustment  allowances 
without  being  in  training  if  they  have  a  written  waiver  from  the 
State,  the  training  is  not  feasible  or  appropriate. 

The  fact  of  the  matter  is  I  think  in  the  sample  they  drew,  some- 
thing like  73  percent  of  the  people  obviously  didn't  have  skills  that 
would  permit  them  quickly  to  get  another  good  job,  otherwise,  they 
needed  some  new  set  of  skills.  They  were  dfrawing  this  income  sup- 
port. No  training  was  going  on.  And  that  was  appropriately — the 
OIG  report  criticized  this  broad  waiver  authority  in  the  current 
TAA  program  noting  that  a  majority  of  the  participants  sampled 
were  granted  waivers  at  some  point  in  time. 

The  bridge  program  eliminates  the  waiver  authority.  In  addition, 
the  bridge  program  requires  workers  to  enroll  in  training  by  the 
16th  week  of  their  UI  oenefit  period.  Very  substantial  difference. 
This  one  is — the  extended  benefits  only  exist  if  it  turns  out  you 
make  a  commitment  to  long-term  training  that  extends  beyond 
your  UI  benefits  and  you  got  to  decide  pretty  early  in  the  game. 

Next  major  difference:  Appropriate  training.  There  are  a  lot  of 
good  questions  and  comments  from  all  of  the  members  about  appro- 
priate training.  The  OIG  found  that  in  many  cases  the  training 
provided  to  workers  under  the  current  TAA  program  were  not  ap- 
propriate to  their  needs  and  were  either  too  short  in  duration  or 
jobs  not  available  in  the  field  for  which  the  worker  was  trained,  or 
the  training  was  used  to  pursue  some  advanced  college  degree 
which  is  not  frankly  what  this,  I  understand,  this  program  was  de- 
signed to  do. 

Building  on  what  we  have  been  learning  under  the  EDWAA  pro- 
gram and  what  we  are  putting  into  comprehensive,  we  expect  the 
bridge  program  will  more  closely  link  training  to  employers  in  one 
of  two  ways.  Let's  draw,  Congressman,  on  some  of  your  old  pick  ex- 
perience. Either  through  on-the-job  training  where  the  training  is 
connected  to  a  real  employer  with  a  real  job,  or  by  making  sure 
that  training  is  selected  with  institutions,  schools,  or  community 
colleges,  or  whatever,  that  have  good  track  records  at  placing  par- 
ticipants in  the  jobs  for  which  they  have  been  trained. 

I  mean  let  me  say  right  up  front.  If  someone  came  to  me  and 
said,  Mr.  Ross,  we  would  like  you  to  sign  up  for  training,  now  this 
may  be  a  job  that  comes  into  existence  some  day.  We  have  never 
seen  it  yet,  we  are  hopeful  though,  would  you  put  your  time  and 
money  into  it.  I  think  everybody  in  America  ought  to  say,  abso- 
lutely not.  Only  get  trained  when  it  is  connected  to  a  job  and  a  lot 
of  these  trgiining  programs,  the  way  they  have  been  run,  someone 
thinks  it  might  be  an  interesting  idea,  it  is  not  connected  up. 

Mr.  Chairman,  we  believe  this  NAFTA  bridge  program  will  en- 
able us  to  effectively  respond  to  the  limited  number  of  NAFTA  dis- 
locations that  occur  in  the  first  18  months  after  the  agreement  is 
in  place.  As  I  said,  this  bridge  program  foreshadows  the  com- 
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prehensive  worker  reinvestment  proposal  that  we  will  transmit  to 
Congress  in  January,  and  that  comprehensive  program  will  build 
on  the  strengths  of  both  TAA  and  JTPA,  and  will  do  a  lot  of  the 
consolidation  of  existing  training  programs  that  actually  both  of 
you  spoke  of. 

Now,  let  me  also  point  out  that  according  to  your  Congressional 
Budget  Office,  the  estimate  is  that  over  the  10-year  period  during 
which  NAFTA  would  be  implemented,  they  estimate  that  a  total  of 
about  150,000  jobs  over  the  10-year  perioa  would  be  lost.  So  work- 
ing from  your  estimates,  even  though  we  believe  in  the  first  18 
months  whatever  impact  would  be  less  because  if  it  passes  and  you 
are  one  of  those  people  that  was  going  to  move  a  plant,  you  are  not 
likely  to  have  it  ready  to  move  tomorrow. 

I  mean,  closing  down  an  operation  and  starting  a  new  one  takes 
time.  I  am  sure  you  both  have  extensive  business  experience,  so — 
but  even  assuming  15,000  a  year  right  on  day  one,  in  the  first  18 
months,  that  is  22,500  people— $90  million,  that  is  $4,000  per  per- 
son out  of  the  $90  million,  plus  26  weeks  of  UI  for  most  of  them, 
plus  the  fact  that  the,  as  you  both  know,  you  both — I  hope  you 
voted  for  a  conference  report  yesterday  which  doubled  the  amount 
of  money  in  EDWAA  for  the  coming  year,  so  we  can  draw  on  those 
funds  as  well,  which  go  from  about  a  little  over  half  a  billion  to 
more  than  $1  billion. 

So  the  fact  of  the  matter  is  there  is  resource,  although  I  agree 
with  both  the  IG  and  the  GAO's  statement  that  in  some  ways  the 
key  challenge  here  is  not  money,  but  I  do  believe  that  there  is 
enough  money  here. 

Finally,  we  are  also  beginning  to  take  administrative  actions  to 
respond  to  the  OIG  findings  that  can  be  addressed  under  current 
law.  Some  of  these,  like  the  waiver,  of  course,  as  you  know,  exist 
in  the  statute  itself  for  TAA  as  it  exists. 

Now,  I  am  moving  beyond  the  bridge  program.  For  example,  the 
OIG  found  that  the  TAA  program  lacks  clearly  defined  program  ob- 
jectives and  relevant  performance  measures.  That  is  right  on  the 
money.  They  are  right  on  the  button.  They  couldn't  be  more  right. 

So  we  believe  that  stated  objectives  and  performance  measures 
are  a  critical  part  of  good  program  management.  We  have  them 
now,  increasingly  in  JTPA  and  the  EDWAA  program.  They  are  not 
good  enough,  not  tough  enough,  not  defined  enough. 

We  are  going  to  move  ahead,  based  on  what  we  have  learned, 
and  immediately  move  to  develop  objectives  and  measures  in  con- 
junction with  the  States  for  TAA.  Again,  it  is  not  what  we  are 
using  for  this  bridge  program,  but  you  asked  me  to  come  up  here 
really  and  talk  about  both,  Mr.  Chairman. 

Another  OIG  finding  is  that  there  were  no  requirements  to  col- 
lect or  report  information  about  what  happened  to  TAA  partici- 
pants after  they  have  completed  or  dropped  out  of  the  TAA  pro- 
gram, I  have  already  made  the  decision  that  TAA  now  will  be  in- 
cluded in  the  tracking  system  that  tracks  what  happens  to  people 
over  time  that  was  established  by  the  recent  amendments  to  JTPA 
for  the  JTPA  program. 

We  have  been  getting  back  some  longitudinal  studies  that  we 
had  commissioned  around  JTPA  title  II.  We  will  now  make  sure 
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that  TAA  is  part  of  that  system.  So  whether  it  works  better  or  not, 
you  will  know  what  is  happening  to  folks  down  the  line. 

Also  the  OIG  found  that  participants  who  did  not  wish  to  attend 
training  were  almost  always  granted  waivers  without  losing  enti- 
tlement to  trade  adjustment  allowances.  We  believe,  as  you  can  see 
in  the  book — ^both  the  bridge  and  in  our  comprehensive  proposal, 
the  training  and  income  support  have  to  be  linked,  so  we  are  going 
to  revise — we  are  going  to  be  issuing,  I  hope  before  Thanksgiving, 
some  revised  TAA  regulations  that  will  clarify  to  the  States  and 
significantly  restrict  the  use  of  waivers. 

Now,  we  can't  get  rid  of  them  under  TAA  because  they  are  in 
statute.  That  is  something  you  can  do,  but  we  can't  do  that  by  ad- 
ministrative fiat.  Also  we  are  providing  guidance  to  the  States  so 
we  can — and  enhancing  some  Federal  monitoring  of  how  these 
waivers  are  used. 

Finally,  the  OIG  found  that  internal  controls  in  the  TAA  pro- 
gram were  weak  regarding  the  limits  on  training  costs  and  the  pe- 
riod of  entitlement  to  TAA  funding.  We  are  now  going  to  look  at 
putting  some  restrictions  on  how  much  can  be  spent  in  any  given 
case  and  length  of  time. 

Now,  I  think  part  of  what  you  have  seen  here,  Mr.  Chairman, 
members,  is  frankly  for  most  of  the  last  decade,  TAA  was  not  much 
of  a  priority  for  the  previous  administration.  In  fact,  there  were 
constant  ef!x)rts  to  really  kind  of  zero  out  the  budget.  So  I  think  we 
have  to  make  a  decision. 

Our  hope  is  that  if  we  can  get  a  comprehensive  program  that 
eliminates  TAA,  the  separate  defense  funds,  the  separate  money 
for  clean  air,  the  separate  money  for  timber  and  owls,  separate 
money  for  this,  separate  money  for  NAFTA,  again,  you  are  dis- 
placed, who  cares  why.  You  neea  help  finding  a  job. 

So  part  of  this  is  the  result  of  a  lot  of  folks  saying,  we  wish  we 
didn't  have  it,  we  wish  you  would  get  rid  of  it.  We  are  very  inter- 
ested in  training.  We  are  committed  to  making  TAA  work  as  well 
as  it  can  under  the  existing  statutory  authority  in  the  months 
ahead  and  then  hope  that  we  can  get  tne  right  comprehensive  pro- 
gram in  place. 

Thank  you,  very  much. 

Mr.  Peterson.  Thank  you. 

[The  prepared  statement  of  Mr.  Ross  follows:] 
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TESTIMONY  OF  DOUGLAS  ROSS 

ASSISTANT  SECRETARY  OF  liABOR 

FOR  EMPLOYMENT  AND  TRAINING 

BEFORE  THE 

SUBCOMMITTEE  ON  EMPLOYMENT,  HOUSING  AND  AVIATION 

COMMITTEE  ON  GOVERNMENT  OPERATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

October  19,  1993 

Good  morning,  Mr.  Chairman  and  membGrs  of  the  Subcommittee. 
I  am  pleased  to  testify  before  you  on  the  Trade  Acjustment 
Assistance  Program,  and  the  development  of  a  transitional  progreim 
to  assist  any  workers  who  are  adversely  affected  ly  the  North 
American  Free  Trade  Agreement  until  a  comprehensi\ e  worker 
adjustment  system  can  be  put  in  place. 

The  audit  of  TAA  program  conducted  by  the  Dej  artment  of 
Labor's  Office  of  the  Inspector  General,  as  well  cs  the  earlier 
GAO  study,  point  out  that  there  are  some  major  prcblems  with  the 
current  TAA  program.   I  agree  with  the  majority  oi  those 
findings.  We  must  address  them  if  the  program  is  to  be 
effective. 

We  took  these  findings  into  account  in  desigi  ing 
the  "bridge"  program  that  the  Administration  is  proposing  for 
NAFTA-dislocated  workers.  This  bridge  program  wi: 1  ensure  that 
workers  adversely  affected  by  the  Agreement  are  pi  ovided  early, 
effective,  and  comprehensive  adjustment  assistance   This 
assistance  will  be  provided  to  workers  who  lose  tlieir  jobs  either 
because  of  an  increase  in  imports  from  Mexico  or  i;anada,  or  a 
shift  in  production  by  a  worker's  firm  to  those  cnuntries.  The 
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bridge  program  will  cover  the  period  between  the  effective  date 
of  NAfTA  on  January  1,  1994,  and  the  anticipated  beginning  of  the 
new  comprehensive  worker  adjustment  system  that  will  be  put  in 
place  on  July  1,  1995. 

The  KAFTA  bridge  program  we  eare  proposing  wi] 1  use  TAA  as 
the  legislative  vehicle.   However,  the  NAFTA  bride e  program  will 
differ  sicmificantlY  from  TAA  and  will  address  dii ectly  the 
following  concerns  raised  by  the  PIG,  the  GAP  and  others; 

Certification  Process  First,  the  lengthy  anc  cumbersome 
certification  process  under  TAA  has  frequently  bet n  criticized. 
We  agree  that  this  process  gets  in  the  way  of  ear]y  intervention 
and  help  to  dislocated  workers.   The  bridge  progr? m  proposes  a 
relatively  streamlined  certification  process.  Th«  Governor  will 
have  ten  days  to  review  workers'  petitions  to  makt  a  preliminary 
finding  of  eligibility  for  "up  front"  services,  'he  Secretary  of 
Lessor  will  make  a  decision  regarding  certif icatioi  for 
eligibility  for  comprehensive  services  within  thirty  days. 

Front-End  Services  One  of  the  major  problems  with  the 
current  TAA  program  is  that  covered  workers  frequently  do  not 
receive  basic  readjustment  eeirvicas  until  long  afi.er  their 
dislocation.  Under  the  bridge  program,  once  the  (Jovemor  makes  a 
preliminary  finding  that  the  workers'  petition  meets  the 
eligibility  criteria,  covered  workers  will  have  ii mediately 
available  rapid  response  and  a  wide  range  of  read;  ustnent 
services.   These  include  labor  market  information  job  search  and 
placement  assistance,  career  counseling,  testing  .ind  assessment. 


188 


These  critical  "front  end"  services  are  ciirrently  aot  available 
to  TAA  recipients  early  in  the  process. 

Waiver  Authorltv  The  purpose  of  Trade  Readjustment 
iVllovrances  is  to  provide  necessary  income  support  that  will  allow 
workers  to  participate  in  training.   However,  the  law  allows  a 
worker  to  receive  such  allowances  without  being  ir  training  if 
they  receive  a  written  waiver  from  the  State  that  training  is  not 
feasible  or  appropriate.   The  OIG  report  strongly  criticized  this 
broad  waiver  authority  in  the  current  TAA  program,  noting  that  a 
majority  of  the  participants  sampled  were  granted  waivers  at  some 
point  in  time.   The  bridge  progrcim  eliminates  the  waiver 
authority.    In  addition,  the  bridge  program  requires  workers  to 
enroll  in  training  by  the  16th  week  of  their  tJI  bi nef it  period. 
This  requirement,  which  is  similar  to  a  requiremei.t  in  Title  III 
of  JTPA,  is  intended  to  facilitate  early  readjust) lent  decisions 
by  workers  —  which  has  been  demonstrated  to  be  &u   important 
component  of  a  successful  transition  to  a  new  job 

Appropriate  Training  The  OIG  found  that  in  iiany  cases  the 
training  provided  to  workers  under  the  current  prDgram  was  not 
appropriate  to  their  needs.   For  example,  in  some  cases  the 
training  was  of  too  short  duration,  in  other  case;;  jobs  were  not 
available  in  the  field  for  which  the  worker  was  trained,  and  in 
some  instances  the  training  was  used  to  pursue  an  advanced 
college  degree.  We  expect  that  the  bridge  progra.i  will  more 
closely  link  training  to  employers,  either  throug  i  on-the-job 
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training  or  training  in  institutions  that  have  gocd  track  records 
in  placing  participemts  in  jobs  for  which  they  ha\e  been  trained. 

Mr.  Chairman,  we  believe  this  NAFTA  bridge  pi ogram  will 
enable  us  to  effectively  respond  to  t^e  limited  m  mber  of  NAFTA 
dislocations  that  occur  in  the  first  eighteen  mont  hs  after  the 
Agreement  is  in  place.  He  believe  these  dislocatj  ons  will  be 
limited  because  labor-market  pressures  resulting  ) rem  NAFTA  will 
not  come  as  a  sudden,  sharp  shock.   The  major  chai.ges  will 
develop  gradually,  giving  us  time  for  adjustment  ;  nd  time  to 
enact  and  put  in  place  our  comprehensive  reemployment  program. 
The  agreement,  it  must  be  remembered,  will  be  phased  in  over  a 
decade.   Workers  in  industries  which  have  been  most  sheltered 
from  competition  will  see  barriers  drop  in  stages  not  all  at 
once. 

The  NAFTA  bridge  program  foreshadows  the  com.  )rehenstve 
worker  readjustment  proposal  that  we  will  transmi  ;  to  the 
Congress  in  January.   Our  comprehensive  program  w ^11  build  on  the 
strengths  of  the  TAA  and  JTPA  dislocated  worker  programs,  and 
will  feature  universal  access  for  displaced  workers  so  that  the 
help  they  receive  will  depend  on  what  they  need  ts  get  a  new  job, 
not  on  the  reason  why  they  lost  their  old  job.  Assistance  with 
unemployment  insurance  and  job-search,  counseling,  and  job 
retraining  will  be  available  through  one-stop  cencers,  with  a 
minimum  of  red  tape.   He  also  propose  to  provide  income  support 
for  displaced  workers  who  need  extended  retraining  and  are  making 
satisfactory  progress  in  full-time  training  programs. 
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I  would  note  that  in  this  time  of  tight  budgets  and  eroded 
faith  in  public  institutions,  that  reinvented  government  is  a 
hallmark  of  the  comprehensive  worker  adjustment  syste-m  I  have 
described.  Just  as  our  private  sector  has  become  more  attuned  to 
serving  the  customer  quickly,  flexibly  and  efficitntly,  so  must 
our  public  sector.  A  shiny  new  training  program  coes  no  good  if 
it's  giving  people  skills  that  aren't  in  denand.   Filling  out  the 
same  form  for  three  different  agencies  wastes  time ,  shortens 
tempers,  and  undermines  confidence.   For  these  reesons, 
accountable,  customer-driven,  locally-based  ways  <  f  doing  the 
public's  business  are  built  right  into  the  ground  floor  of  the 
our  system  —  not  tacked  on  as  an  afterthought. 

We  are  also  beginning  to  take  administrative  actions  to 
respond  to  OIG  findings  that  can  be  addressed  und(  r  current  law. 
For  example,  the  OIG  found  that  the  TAA  program  Ircks  cleeirly 
defined  program  objectives  and  relevant  performance  measures.  We 
agree.   Stated  objectives  and  performance  measure:  are  a  critical 
part  of  good  program  management.  We  will  develop  objectives  and 
measures  in  conjunction  with  the  States  and  with  :  nput  from  key 
stakeholders  and  customers.   We  intend  to  closely  look  at  the  TAA 
program,  as  well  as  the  Job  Training  Partnership  ,ict  dislocated 
worker  program,  as  part  of  a  reengineering  effort  to  ensure  that 
each  effectively  addresses  the  needs  of  its  custoiers,  provides 
appropriate  services,  and  measures  appropriate  ou  .comes. 

Another  OIG  finding  was  that  there  were  no  r jquirements  to 
collect  or  report  information  about  what  happened  to  TAA 
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participants  after  they  completed  or  dropped  out  cf  the  TAA 
program.   We  agree  that  this  is  a  problem  and  I  hai^e  decided  that 
TAA  will  be  included  in  the  tracking  system  that  vas  established 
by  the  recent  amendments  to  JTPA. 

The  OIG  found  that  participants  who  did  not  v  ish  to  attend 
training  were  almost  always  granted  waivers  withoit  losing 
entitlement  to  Trade  Readjustment  Allowances.   Just  over  half  of 
the  participants  were  enrolled  in  TAA-approved  tra  ining.   We 
believe  that  training  and  income  support  should  be  linked. 
Revised  TAA  regulations  that  will  be  issued  in  th*  neict  several 
weeks  will  clarify  and  significantly  restrict  the  use  of  waivers. 
We  are  also  providing  guidance  to  the  States,  thn ugh  field 
directives  and  handbooks,  regarding  approved  trail  ing  and 
granting  of  waivers.   In  addition,  Federal  monitoi  ing  will  be 
enhanced  in  this  area. 

The  OIG  found  that  while  six  out  of  every  teii  TAA 
participants  found  new  employment  during  the  year  following  their 
participation,  fewer  than  four  out  of  ten  TAA  par:icipants  found 
new  employment  which  paid  or  had  the  potential  to  pay  wages  equal 
to  80  percent  or  more  of  their  former  wages.   Whi  .e  it  is 
arguable  whether  the  80  percent  figure  is  the  mos  ;  appropriate 
outcome  measure,  as  I  have  indicated,  we  agree  th  it  greater 
emphasis  needs  to  be  placed  on  up-front  intensive  services, 
including  labor  market  information,  job  search  anl  placement 
assistance,  career  counseling,  testing  and  assess aent. 
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Finally,  the  OIG  found  that  internal  controlt  in  the  TAA 
program  were  weak  regarding  the  limits  on  traininc  costs  and  the 
period  of  entitlement  to  TAA-funded  training.   Whi le  the  TAA 
statute  does  not  place  time  restrictions  on  workei  enrollment  in 
training,  we  are  exploring  the  feasibility  of  restricting  the 
open-ended  training  entitlement. 

Hr.  Chairman,  this  concludes  my  prepared  statement.  At  this 
time  I  would  be  pleased  to  answer  any  questions  tl  at  you  or  other 
Members  of  the  Committee  may  have. 
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Mr.  Peterson.  So  your  comprehensive  plan,  you  are  going  to 
take  on  all  these  agencies  and  you  are  going  to  eliminate  all  155 
of  these  programs.  Is  that  what  you  are  telling  us? 

You  are  going  to  get  rid  of  them  and  take  them  out  of  these  agen- 
cies and  put  them  all  into  one  place.  Is  that  what  it  is  going  to  be? 

Mr.  Ross.  I  think  that  would  not  be  realistic,  and  I  think  you 
would  be  the  first  to  counsel  me  on  that,  Mr.  Chairman,  because 
if  you  look  at  the  list 

Mr.  Peterson.  I  don't  think  I  would  be  the  first.  I  think  that  is 
what  I  would  like  you  to  do.  I  am  skeptical  that  you  will  be  able 
to  do  it. 

Mr.  Ross.  We  are  clearly  moving  to  take  all  of  the  different  pro- 
grams that  we  think  are  focused  on  what  are  dislocated  workers. 
Twenty  seconds  on  what  that  is. 

That  is  someone  who  has  lost  their  job.  They  are  not  likely  to  be 
called  back  to  their  old  job  or  to  find  another  job  like  the  one  they 
lost.  They  got  to  find  a  new  direction.  They  either  got  to  take  their 
skills  and  find  some  new  industry  to  peddle  them  in,  or  they  are 
going  to  have  to  get  some  new  skills,  and  we  have  been  creating 
all  these  separate  programs.  There  are  not  155. 

That  155  lists  a  lot  of  different  things,  but,  yes,  our  goal  is  to 
take  all  the  different  dislocated  worker  programs  scattered  around 
these  different  places  and 

Mr,  Peterson.  Coordinate  them? 

Mr.  Ross.  No,  not  even  coordinate  them.  Consolidate. 

Mr.  Peterson.  What  does  that  mean?  Does  that  mean  you  are 
going  to  take  them  out  of  these  other  agencies,  put  them  into  one 
agency? 

Mr.  Ross.  You  got  it. 

Mr.  Peterson.  You  are  going  to  eliminate  all  those  bureaucrats 
that  are  managing  all  those  agencies,  eliminate  all  those  positions, 
get  rid  of 

Mr.  Ross.  That  sounds  like  we  are  going  to  terminate  them.  That 
is  not — we  are  much  kinder  than  that,  but  I  am  sure  they  will  have 
other  important  things  to  do. 

Mr.  Peterson.  You  are  not  going  to  lay  anybody  off? 

Mr.  Ross.  The  administration  is  committed 

Mr.  Peterson.  Look  out  a  window  or  whatever. 

Mr.  Ross.  The  administration  is  committed  through  its 
reinvention  plan  to  reduce  Federal  employment  by  252,000. 

Mr.  Peterson.  So  you  are  not  going  to  set  up  some  other  board 
that  is  going  to  coordinate? 

Mr.  Ross.  Coordinate,  as  someone  once  said,  was  a  natural  act 
between  two  or  more  unconsenting  adults.  That  has  been  my  expe- 
rience in  government.  Coordination  doesn't  work  too  well. 

Mr.  Peterson.  I  just  wanted  to  cover  a  couple,  three  points  in 
your  testimony  there.  About  this  30-day  business,  there  was  some 
skepticism,  I  think,  on  the  part  of  the  GAO  that  you  are  going  to 
be  able  to  actually  pull  this  off  and  that  looking  at  this,  knowing 
how  things  work,  to  think  that  a  Governor  is  going  to  set  up  some 
kind  of  process  to  be  able  to  figure  this  out  in  10  days  and  then 
get  it  back  to  you,  I  just  have  a  real  hard  time  visualizing  that  this 
would  work. 
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It  is  well  intentioned  I  think,  but  do  you  really  think  this  is  real- 
istic? 

Mr.  Ross.  We  looked  at  it  pretty  hard.  We  think  it  is  doable,  but 
only  for  the  following  reasons.  I  don't  blame  anybody  for  being 
skeptical. 

No.  1,  it  is  a  very  restricted  kind  of  situation.  It  is — I  mean,  we 
are  not  looking  at  the  whole  world  now.  We  are  looking  at  two 
countries,  Mexico  and  Canada,  and  what  a  person  comes  forward 
with  and  indicates  is  that  their  evidence  that  either  their  plant  has 
moved,  which  is  pretty  easy  to  find  straight  out,  either  it  has 
moved  or  it  hasn't,  or  there  are  imports  pretty  directly  involved. 

Now,  we  think  that  can  be  done  more  quickly,  but  let]s  ponder 
for  a  movement  what  happens  in  some  case  if  someone  is  having 
difficulty.  Remember  the  EDWAA  program  for  which  resources 
have  just  been  doubled,  all  of  these  people,  without  having  to  es- 
tablish their  cause,  in  fact,  are  eligible  for  much  of  this  same  kind 
of  support  under  the  EDWAA  program  right  now. 

So  we  have  something  that  is  an  effort  to  pick  people  up  quickly 
if  they  have  a  NAFTA  specific  kind  of  concern,  but  we  are  not 
forced  to  rely  entirely  on  it  to  be  able  to  help  people,  because  re- 
member the  bottom  Ime  is  being  able  to  help  people. 

Also  we  are  trying  to  change  the  way  some  of  these  processes 
work.  We  are  interested  in  reengineering  old  processes  to  figure  out 
how  to  do  them  differently  and  better,  but  our  goal  of  course  is  to 
get  rid  of  all  of  this  certification  stuff  within  18  months  so  we  are 
no  longer  certifying  people  under  any  program. 

We  think  that  hurts  the  worker,  but  that  is  our  goal  and  we 
think  we  have 

Mr.  Peterson.  We  have  had  some  experience  up  in  our  country 
with  imports  from  Canada,  and  I  am  skeptical,  given  our  experi- 
ence trying  to  deal  with  the  Canadians  on  the  Canadian  Free 
Trade  Agreement  to  get  them  to — I  mean,  it  is  not  as  easy  as  you 
would  think  to  get  people  to  agree  that  you  have  been  hurt. 

They  claim  that  they  are  not  hurting  us,  and  that  is  what  is 
going  to  happen,  I  am  afraid.  I  don't  think  this  is  going  to  be  a  sim- 
ple process. 

Mr.  Ross.  Mr,  Chairman,  although  it  has  only  been  implicit,  I 
am  assuming  we  have  some  differences  on — ^perhaps  on  NAFTA, 
but  I  am  sure  the  thing  we  do 

Mr.  Peterson.  I  am  trying  to  be  a  free  trader,  but  it  is  very 
hard. 

Mr.  Zeliff.  Try  to  keep  an  open  mind. 

Mr.  Peterson.  Well,  the  administration  is  adding  border  guards 
and  making  it  more  difficult  for  us  to  bring  things  into  the  country 
at  the  same  time.  It  is  hard  to  understand  where  they  are  going 
with  this. 

Mr.  Ross.  I  am  not  here  to  argue  that  one  way  or  the  other.  But 
the  one  thing  we  do  agree  on,  Mr.  Chairman,  the  one  thing  we  do 
agree  on  is  should  it  pass  and  should  any  workers  in  your  district 
be  affected. 

We  want  to  make  sure  that  there  is  real  practical,  workable  ef- 
fective help  for  them.  I  don't  believe  that  we  are  going  to  be  putting 
in  this  final  language  probably  formally  until  November  1.  Based 
on  your  experiences,  as  you  see  some  things  that  you  think  would 
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strike  you  or  you  see  some  things  that  you  think  are  problems,  I 
really  would  encourage  you  or  any  members  of  the  committee  by 
all  means,  let  me  know. 

We  don't  claim  to  have  all  the  answers  to  everything,  as  I  indi- 
cated, when  you  invited  up  the  person  with  all  the  answers.  We 
could  use  your  help  and  we  would  value  it. 

Mr.  Peterson.  Well,  I  think  you  mean  well  and  I  think  you  are 
trying  to  respond  to  these  criticisms  to  make  it  look  like  this  pro- 
gram is  going  to  be  a  better  program 

Mr.  Ross.  I  want  it  to  be. 

Mr.  Peterson.  I  don't  want  to  bring  up  my  pig  analogy  again, 
but 

Mr.  Zeliff.  Spare  us. 

Mr.  Peterson.  One  other  thing,  you  were  talking  about  on-the- 
job  training,  and  did  somebody  say  that  the  other  TAA  program 
does  not  allow  for  on-the-job  training,  is  that  true? 

Mr.  Ross.  I  don't  know. 

Mr.  Smith.  It  does  allow. 

Mr.  Peterson,  It  does  allow? 

Mr,  Smith.  It  is  not  a  common  practice,  but  it  does  allow  it. 

Mr,  Peterson,  They  just  don't  do  it. 

Mr.  Smith.  Don't  do  it  very  often. 

Ms.  MORRA.  Maybe  1  percent  of  the  TAA  program  has 
offered 

Mr.  Ross.  I  think  one  of  the  things  that  was — I  can't  remember 
which  of  the  sort  of  representatives  of  the — whether  it  was — wheth- 
er GAO  or  IG,  but  the  point  was  made  in  one  of  the  reports  that 
the  emphasis  has  frequently  been  on — more  heavily  on  the  income 
support  and  less  on  the  training  and  job  placement  side,  and  as  we 
taficed  to  working  people  who  lose  their  jobs,  and  I  have  been  going 
out  personally  and  doing  a  lot  of  that,  what  people  always  say  is, 
hey,  look,  the  first  thing  I  want  is  a  job.  Training  is  a  last  resort, 
it  IS  not  a  first  resort. 

If  I  can  get  a  fairly  decent  job,  I  need  to  get  back  to  work,  I  have 
got  a  family,  I  have  got  bills,  kids,  mortgage  payments,  and  so 
forth,  but  if  I  can't,  then  I  may  have  to  take  tne  more  dramatic 
step  of  changing  my  skills  and  then  it  better  darn  well  be  hooked 
up  to  a  real  job. 

So  I  think  we  want  to  place  much  more  emphasis  on  job  place- 
ment and  training  connected  to  real  job  opportunities.  The  income 
support  is  the  means,  not  the  end. 

Mr.  Peterson.  I  heard  you  testify  the  other  day  that  you  thought 
the  unemployment  compensation  system  was  a  relic  of  the  past  and 
we  ought  to  move  on  to  something  else.  Isn't  that  what  you  said 
in  the  Agriculture  Committee? 

Mr.  Ross.  That  it  needs  to  be — it  was  designed  mainly  for  a 
world  of  cyclically  unemployed  people. 

Mr,  Peterson,  And  that  is  not  the  situation  an3rmore? 

Mr,  Ross,  That  is  not  the  situation  anymore. 

Mr.  Peterson.  And  you  are 

Mr,  Ross.  Hoping  as  part  of  this  comprehensive  package  also  to 
talk  about  ways  to  begin  turning  the  unemployment  insurance  sys- 
tem into  a  reemployment  insurance  system,  one  that — rather  than 
saying  here  is  money,  hopefully  something  good  will  happen,  it 
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says,  hey,  if  you  are  not  likely  to  get  called  back,  we  need  to  use 
this  26  weeks  aggressively  to  get  you  a  position  or  a  job. 

Mr.  Peterson.  I  think  it  is  somewhat  ironic  and  unfortunate 
that  the  day  you  were  saying  that,  which  I  agree  with  what  vou 
were  saying,  we  were  on  the  floor  trying  to  extend  the  unemploy- 
ment benefits  one  more  time.  If  we  could  take  that  money  and 
spend  it  on  retraining,  I  might  be  not  quite  as  skeptical  about  what 
we  are  doing  here. 

Mr.  Ross.  That  is  $12  billion  a  year  for  2  years;  $24  billion  for 
extended  unemployment  compensation.  We  could  have  a  more  ra- 
tional system  and  that  is  what  we  are  going  to  at  least  come  for- 
ward with  a  proposal. 

You  will  be  the  judges. 

Mr.  Peterson.  You  think  this  is  the  last  time  they  are  going  to 
ask  to  extend  them? 

Mr.  Ross.  You  all  know  that.  I  think  the  intention  is  not  to  have 
to  come  back  again. 

Mr.  Peterson.  This  145,000  jobs,  you  don't  agree  with  that  num- 
ber evidently.  The  USTR 

Mr.  Ross.  I  agree  with  the  CBO  number,  the  Congressional 
Budget  Office  number. 

Mr.  Peterson.  Why  is  the  administration  using  these  other 
numbers?  I  mean,  they  are  using  the  145,000  and  you  are  not. 

Mr.  Ross.  That  is  145,000  over  10  years. 

Mr.  Peterson.  No.  No.  They  quoted  this  study  which  said  that 
there  were  going  to  be  145,000  jobs  by  1995,  and  that  the  Trade 
Representative  and  the  Trade  Commission  are  both  using  those 
numbers 

Mr.  Ross.  We  used  the  CBO  number  in  terms  of  how  to  score 
this  and  how  to  figure  it  out.  The  CBO  number  was  about  150,000 
over  10  years,  therefore  we  worked  on  a  roughly  15,000  a  year  and 
for  18  months 

Mr.  Peterson.  Here  is  something  from  the  Trade  Commission 
here  that — testimony  before  the  Ways  and  Means  Committee.  They 
are  using  other  numbers,  so  I  just  think  the  administration  should 
get  on  the  same  wavelength. 

Mr.  Ross.  I  am  really  here  to  talk  that  in  terms  of  what  this 
costs 

Mr.  Peterson.  But  if  it  is  145,000  jobs  like  they  say  it  is,  then 
this  program's  effectiveness  is  going  to  be  a  lot  more  questionable 
then  if  it  is  22,000  jobs,  which  is  what  you  are  telling  us  here 
today. 

So  I  think  you  ought  to  go  back  and  talk  to  those  folks  and  try 
to  reconcile  this  as  to  what  we  are  talking  about,  you  know? 

Mr.  Ross.  But  again,  these  numbers  do  come  from  your  own 
agency.  That  is  why  I  wanted  to  use  them. 

Mr.  Peterson.  I  don't  often  agree  with  the  CBO,  so  I  have  prob- 
lems with  that  every  day,  so  I  have  problems  with  this  whole  budg- 
et process. 

I  think  a  lot  of  the  trouble  with  the  government  is  caused  by  the 
budget  process.  So  that — so  what  number  are  you  actually  using  for 
displaced  workers?  Are  you  using  22,500? 

Mr.  Ross.  For  the  18  months?  I  basically — I  don't  know  that  any- 
body has  said  if  the  estimate  by  CBO  is  about  150,000  over  10 
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years,  how  is  that  rolled  out  and  therefore  what  do  the  first  18 
months  look  like  and  so  forth. 

My  expectation  would  be,  it  is  slower  in  the  first  18  months,  not 
faster.  J^er  all,  remember,  most  of  the  tariffs  on  our  side  are  al- 
ready down.  We  are  talking  about  lowering  the  tariffs  that  allow 
us  to  get  our  goods  into  Mexico. 

They  are  likely  to  come  down  slowly,  and  if,  in  fact,  someone 
really  were  going  to  make  a  plant  decision  based  on  the  change  on 
our  tariffs,  which  are  already  quite  low,  that  would  take — I  mean, 
as  a  former  Commerce  Secretary  in  Michigan,  no  one  ever  did 
plants,  you  know,  unless — now  with  environmental,  less  than  IV2 
years,  couple  years. 

But  if  I  just  decided,  I  would  assume  that  we  would  make  the 
higher  assumption  of  the  straight,  you  know,  22,000  and  so  if  you 
use  that,  it  seems  to  me  there  in  fact  is  adequate  funds. 

Mr.  Peterson.  To  flip  this  around,  do  you  think  people  are  going 
to  use  this  or  try  to  use  it  and  blame  their  job  losses  on  NAFTA 
when,  in  fact,  they  are  not  caused  by  NAFTA? 

I  mean,  some  of  these  programs,  for  example,  the  jobs  credit,  tar- 
geted jobs  credit  program,  I  mean  my — as  a  former  person  that 
does  taxes,  my  assessment  of  that  program  is  that  it  is  a  total 
waste  of  money,  and  one  of  the  problems  I  had  with  the  President's 
budget  was  that  it  extended  that  permanently,  which  I  thought 
was  a  foolish  thing  to  do,  but  basically  people  are  using  that  to  do 
what  they  are  going  to  do  anyway.  Do  you  have  any  concern  that 
this  program  is  going  to  be  used  to  try  to  placate  workers  in  situa- 
tions where  they  are  going  to  close  a  plant  that  probably  doesn't 
have  anything  to  do  with  NAFTA,  but  they  are  going  to  try  to  tie 
it  to  that  and  therefore  crowd  out  some  other  people  that  deserve 
help? 

Have  you  looked  at  that  at  all? 

Mr.  Ross.  I  mean,  it  is  certainly  possible.  I  think  the  key  is, 
again,  and  it  is  something  that  has  to  be  done  together  on  a  bipar- 
tisan basis,  if  we  are  going  to  get  rid  of  all  these  cause  specific  pro- 
grams that  get  everybody  out  of  all  those  games,  and  basically  say, 
if  in  fact  you  have  lost  your  job,  and  that  is  fairly  easy  to  docu- 
ment, how  many  people  come  in  and  make  that  up,  and  if  you  are 
not  likely  to  return,  and  most  people  obviously  want  to  return  if 
they  can,  not  too  much  problem  with  that,  then  we  are  prepared 
to  really  roll  up  our  sleeves  on  the  front  end,  at  the  community 
basis,  much  the  way  the  Congressman  was  describing  before  from 
his  own  local  experiences,  we  now  have  good  documented  evidence 
that  if  you  get  people  focused,  if  you  can  get  them  better  informa- 
tion than  we  have  been  able  to  get  them  about  what  is  really  open 
if  I  lose  my  job,  what  occupations  are  growing?  Which  are  declin- 
ing? Never  been  good  information. 

One  of  the  things  that  guys  my  age  like  to  do  when  they  get  laid 
off,  could  happen  to  me  in  1996,  you  never  know,  they  want  to  be- 
come truck  drivers,  OK  They  want  to  become  truck  drivers.  Out 
on  the  road,  nobody  looking  over  your  shoulder.  It  has  got  a  certain 
romance  to  it. 

Mr,  Peterson.  I  have  got  a  lot  of  truckers  in  my  district  and 
they  are  trying  to  get  out. 
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Mr.  Ross,  It  is  like  most  things,  once  you  have  done  it,  it  is  not 
as  attractive.  But  the  reahty  is  once  you  provide  good  numbers  to 
people,  we  train  about  150,000  truck  drivers  a  year,  I  believe  that 
is  right,  and  don't  hold  me  to  the  numbers,  £ind  something  like  a 
fifth  of  that  get  placed. 

Same  with  cosmetologists.  A  lot  of  young  women  are  very  inter- 
ested in  becoming  cosmetologists.  The  openings  aren't  there.  So  we 
have  to  provide  that  good  kind  of  information,  what  jobs.  You  are 
a  laid  off  steel  worker  or  let's  say  a  miner.  Well,  no  one  is  hiring 
miners,  but  you  may  actually  have  managed  a  quality — some  kind 
of  waste  disposal  program. 

Well,  that  is  a  skill  that  actually  is  applicable  in  a  lot  of  other 
industries.  We  got  a  lot  of  work  to  do  to  really  give  people  the  tools 
that  they  need,  but  this  is  not  going  to  be  a  temporary  phenomena. 
Most  Americans  are  going  to  move  through  different  jobs. 

Mr.  Peterson.  How  are  you  going  to  get  the  schools  out  there 
that  are  training  all  these  cosmetologists  right  now  to  change  what 
they  are  doing  to  make  this  work? 

I  mean,  what  leverage  do  you  have  to  go  out  there  and  change — 
the  problem,  as  I  understand  it,  isn't  even  in  your  bailiwick.  You 
have  got  to  interface  with  this  other  part  of  the  government  that 
is,  in  my  opinion,  not  tracking — ^you  know,  there  is  a  lot  of  turf  pro- 
tection, a  lot  of  job — ^training  people  for  things  that 

Mr.  Ross.  Don't  fit. 

Mr.  Peterson.  Yes.  I  don't  understand  how  you  are  going  to 
change  at  the  Department  of  Labor.  I  mean,  you  want  to — I  believe 
that  you  are  sincere  and  that  you  really  want  to  do  this,  but 

Mr.  Ross.  How  are  we  going  to  do  it? 

Mr.  Peterson.  It  is  hard  for  me  to  figure  out  how  you  are  going 
to  accomplish  it. 

Mr.  Ross.  Let  me  tell  you  what  our  thinking  is.  Essentially  right 
now  in  many  of  these  programs,  the  JTPA  programs  or  the  dis- 
located worker  program,  which  is  a  particular  part  of  JTPA,  is  local 
groups  contract  with  providers  of  training  in  advance,  and  then  as 
you  come  in  and  say,  I  am  unemployed,  they  try  and  match  you 
up  with  one  of  those  openings  they  precontracted  for. 

We  are  saying,  this  needs  to  be  customer  centered.  If  I  am  dis- 
located, I  lost  my  job,  I  put  in  and  I  try  the  first  few  months.  I  can't 
find  another  one.  I  have  got  good  information.  I  can't  find — no  one 
wants  to  pay  a  middle  class  wage  for  what  I  know.  I  decide  I  want 
to  do  some  training.  I  sit  down  with  a  career  counselor  and  I  put 
together  an  individual  reemployment  plan.  Then  we  call  up — let's 
say  I  want  to  be  a  computer-aided  design  operator,  lot  of  demand 
for  that  in  Detroit  where  I  come  from.  We  list  out  everybody  who 
offers  it,  OK? 

Now,  let's  do  our  truck  driver.  I  want  to  be  a  truck  driver  first 
of  all.  Here  are  all  the  truck  driving  schools,  a  whole  bunch  of  them 
in  the  Detroit  area.  But  if  you  want  to  be  on  our  list  to  be  eligible 
to  receive  someone  who  brings  special  training  dollars,  you  have  to 
tell  us  the  following  information:  What  percentage  of  participants 
who  enter  your  school  graduate?  What  percentage  of  the  graduates 
get  placed  in  truck  driving  jobs?  What  are  their  average  starting 
wages?  How  many  are  still  working  in  those  places  1  year  later? 
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I  want  to  be  a  truck  driver.  I  would  look  and  I  would  see  no  one 
was  getting  placed  as  truck  drivers  because  there  are  no  truck 
driver  openings  in  the  Detroit  area.  At  that  point,  my  career  coun- 
selor says,  hey,  this  doesn't  make  any  sense  unless  you  can  find 
some  trucking  firm  that  says  if  you  go  to  school,  we  will  hire  you. 

So  we  have  got  to  look  at  something  else.  We  have  got  to  create 
a  marketplace. 

Mr.  Peterson.  The  town  that  I  come  fi-om,  if  you  get  unemployed 
in  that  town,  there  is  only  one  school  and  they  have,  you  know,  10 
or  12  courses  in  that  technical  college,  and  if  you  have  a  family  and 
so  forth,  so  on,  you  are  pretty  limited  in  what  you  can  even  take, 
let  alone — ^you  know. 

Now,  most  people,  they  have  got  statistics  that  show  most  people 
get  placed.  But  the  problem  is  they  get  placed  at  $5,  $6  an  hour, 
and  one  of  the  big  problems  with  this  whole  thing  is  that  a  lot  of 
these  people  were  making  $15,  $18  an  hour  in  manufacturing  and 
those  jobs  are  not  growing.  They  are  going  the  other  way. 

NAFTA  is  going  to  put  further  pressure  on  elimination  of  those 
types  of  jobs,  as  near  as  I  can  tell,  and  so  with  all  of  this  restruc- 
turing that  is  going  on.  IBM  is  laying  off,  all  these  other  compa- 
nies, so  what  you  are  really  saying  is  we  are  going  to  retrain  people 
for  jobs  that  pay  half  as  much  as  they  used  to  get. 

It  is — that  is  part  of  the  problem  I  think  with  this  whole  system 
is  its  people  are  reluctant  to  agree  to  get  into  a  situation  where 
they  are  going  to  be  retrained  for  a  job  that  pays  them  half  of  what 
they  used  to  get. 

And  in  my  town,  if  you  have  got  a  good  job  and  you  lose  it,  there 
aren't  a  whole  lot  of  opportunities  for  somebody  middle  aged  to  get 
a  high  paying  job.  They  iust  aren't  out  there. 

Mr.  Ross.  I  would  add,  because  I  did  try  and  look  at  some  of 
these  numbers,  I  think  the  question  came  up  in  the  agriculture 
subcommittee  hearing  we  were  at,  that  if  we  look  at  where  exports 
have  been  surging  to  Mexico,  for  example,  between  1989  and  1992, 
much  of  it  in  fact  nas  been  in  the  manufacturing  area. 

I  mean,  automotive  exports  increased  101  percent;  iron  and  steel, 
110  percent;  textiles  and  apparel,  103  percent;  electronic  compo- 
nents, 51  percent;  and  in  fact  now,  even  when  you  eliminate  the 
maquiladora,  where  basically  we  export  but  value  is  added  and 
sent  back,  eliminate  that  and  just  look  at  what  Mexicans  buy  from 
us  that  don't  come  back  to  our  country  right  there,  we  are  now  at 
a  point  where  per  capita  consumption  in  Mexico  of  American  ex- 
ports is  greater  than  it  is  in  Europe  and  nearly  as  great  as  it  is 
in  Japan,  so  we  are  selling  them  real  stuff.  I  mean,  this  is  not — 
and  that  is  important  to  keep  in — at  least  factor  into  the  equation. 

Mr.  Zeliff.  70  cents  on  the  dollar,  $450  per  capita,  right? 

Mr.  Peterson.  But  Canadian  wheat  is  up  400  percent  to  Mexico. 

Mr.  Ross.  The  Canadians  are  out  hustling  us,  you  are  saying? 

Mr.  Peterson.  No.  They  are  using  their  government  subsidies 
unfairly 

Mr.  Zeliff.  Can  I  jump  in? 

Mr.  Peterson.  I  nave  monopolized  too  much  of  the  time  again. 
I  apologize,  but  I  just  can't  help  myself. 

Mr.  Zeliff.  I  would  just  like  to  pass  on  it.  First  of  all,  if  you  do 
what  you  say  you  are  going  to  do,  it  is  a  fresh  breath  of  air. 
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Mr.  Ross.  We  are  sincere  at  least. 

Mr.  Zeliff.  As  far  as  1996,  we  are  going  to  have  to  let  that  go 
and  see  what  happens.  I  would  like  to  give  an  example  of  a  real 
win/win.  Passport  center  Peace,  as  you  know,  Peace  is  the  first 
base  that  was  closed  in  1990,  and  I  was  just  there  the  other  day 
to  give  out  some  awards,  and  it  involves  100  people  who  have  been 
rifd  for  the  most  part  fi-om  the  shipyard,  retrained  with  a  votech 
center  in  a  very  specialized  program  to  work  at  the  passport  center. 
This  is  all  done  by  JTPA,  and  tremendous  win/win. 

Those  people  who  now  have  jobs,  I  think  if  the  jobs  reoccurred 
at  the  shipyard,  they  would  probably  stay  right  where  they  are.  I 
will  say  that  they  will  stav  where  they  are.  Productivity  rates  are 
probably  the  highest  in  tne  country,  relative  to  processing  pass- 
ports, working  in  combination  with  the  Secretary  of  State.  Pretty 
neat,  and  it  is  a  real  win/win,  and  I  guess  it  leads  me  to  the  next 
question,  is  if  TAA  was — why  are  you  going  to  use  that  as  the  vehi- 
cle when  we  have  testimony  that  it  was  so  badly  designed?  Why 
not  use  JTPA  as  your  legislative  vehicle?  Why  are  you  doing  that? 

Mr.  Ross.  I  think  it  was  in  a  sense  to  basically — I  think  it  was 
for  mechanical  legislative  purposes  in  terms  of  committees  and  so 
forth.  I  think  it  was  to  put  all  of  these  things  in  one  place  where 
the  tax  writing  committee  was.  TAA  is  handled  by  the 

Mr.  Zeliff.  If  you  are  asking  for  suggestions,  I  would  like  to 
have  you  consider  using  JTPA,  having  worked  with — I  mean,  I 
think  we  have  got  19  years  of  failure.  You  certainly  can't  be  blamed 
for  it,  you  weren't  there,  but  when  we  know  we  have  that  much 
failure,  why — and  what  I  think — what  my  concern  is  is  that  we  are 
slipping  back  to  the  use  of  stipends  and  CETA,  which  I  think  has 
been  proven  wrong,  and  I  think  that  would  be  a  great  concern,  and, 
again,  I  think  that  I  would  like  to  see  us,  as  quickly  as  we  can, 
instead  of  the  bridge  program,  if  there  is  a  way  to  consolidate  and 
put  forth — ^pull  all  the  programs  of  dislocated  workers  together,  if 
we  know  what  the  right  goals  are,  we  know  how  to  measure  per- 
formance and  we  know  what  the  output  is,  should  be,  then  all  we 
need  is  a  program  of  implementation,  why  does  it  take  years  to  do 
it? 

And  we  just  have  so  much  in  terms  of  a  challenge  to  get  at  the 
need  that  you  need  to  get  at,  that  we  need  to  get  at,  if  in  fact  there 
is  going  to  be  22,500  displaced  workers,  but  what  we  do  need  to 
do  is — I  mean,  it  shouldn't  be  impossible  to  design  a  program.  Why 
do  we  need  a  bridge?  Why  don't  we  go  straight  to  land? 

Mr.  Ross.  The  reason  for  a  bridge  is  there  was  obvious  concern 
that  given  the  effective  date  of  NAFTA,  January  1,  1994,  that  there 
needed  to  be  something  there  day  one. 

Mr.  Zeliff.  That  day  one  would  be  in  June? 

Mr.  Ross.  No,  January  1.  What  we  are  going  to  be  doing,  our  in- 
tention, the  President's  intention,  is  to  propose  and  hopefully  have 
in — legislation  introduced  in  January,  less  than  3  months,  that 
would  move  to  create  this  consolidatea  comprehensive  program. 

Our  hope  is  that  maybe — it  may  be  ambitious  because  the  Con- 
gress has  a  lot  on  its  plate,  but  our  hope  would  be  to  have  it  en- 
acted as  early  as  June  1994.  And  then  the  issue  is — I  don't  under- 
stand it,  I  am  sure  there  is  a  history,  we  work  on  program  years, 
not  fiscal  years. 
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Mr.  Zeliff.  You  are  from  Commerce  and  business  and  it  is  a  big 
bridge  that  I  have  had  to  cross.  I  haven't  figured  it  out  yet. 

Mr.  Ross.  So  for  some  reason,  what  we  would  pass  in  June  1994 
would  actually  go  into  effect  July  1,  1995.  Maybe  there  are  some 
pieces  of  it  we  could  accelerate. 

Mr.  Zeliff.  In  the  testimony  we  had  before  us,  and  I  am  just 
going  to  do  one  or  two  quick  questions  here  because  I  think  you 
have  adequately  covered  most  of  it,  but  the  testimony  we  had  be- 
fore us  said  that  TAA  is  certainly  a  failure  and  that  JTPA,  when 
thev  get  back  to  who  is  responsible  and  they  look  at  Congress'  role 
and  how  it  was  directed  for  implementation  was  far  better  directed 
than — in  terms  of  specified  goals,  and  I  guess  my  problem  is  why 
wouldn't  you  take  something  that  was  clearly  better  than  the  other 
one,  but  we  are  going  to  take  the  other — the  TAA? 

I  don't  understand  that  and  I  just  would  strongly  encourage  you 
to  reconsider  that  piece. 

Mr.  Ross.  Again,  it  was  a  question  of  trying  to  create  something 
that  was  a  hybrid  of  both.  In  terms  of  TAA,  it  serves — it  seeks  to 
serve  a  particular  group  of  people  who,  in  fact,  do  deserve  help  in 
moving  to  a  next  job. 

The  point  was  made,  so  do  a  lot  of  other  people,  but  this  group — 
this  is  what  is  on  the  books.  The  first  thing  we  have  to  do,  which 
I  heard  unanimously  fi^om  the  folks  here,  is  we  have  to  quickly  es- 
tablish performance  measures.  What  is  the  outcome?  What  percent- 
age do  we  consider  satisfactory  for  a  State?  What  kind  of  wage  re- 
placement if  you  go  through  training  is  adequate?  How  are  we 
going  to  get  rid  of  this  abuse  of  waivers? 

So  my  first  obligation  is  while  that  program  exists,  it  is  law,  you 
passed  it,  is  to  make  it  as  good  a  program  for  serving  people  as  pos- 
sible, realizing  we  are  trying  to  get  to  this 

Mr.  Zeliff.  Much  of  that  is  in  the  JTPA  and  rather  than 
reinventing  the  wheel  again,  why  not  at  least  start  out  with  that 
on  the  bridge  and  then  build  a  better  bridge,  if  you  can,  but  start 
out  with  something  that  has  worked. 

Mr.  Ross.  Right,  and  in  effect,  we  are  trying  to  take  those  prac- 
tices from  EDWAA  that  we  have  found  work,  which  is  JTPA  title 
III,  and  integrate  them  into  this,  so — but  your  point  is  well  taken. 

Mr.  Zeliff.  I  just  think  that  you  in  your  job  and  your  role  have 
a  great  opportunity  for  your  country  and  your  administration  to 
really  move  forward  and  consolidate  some  programs  to  put  some 
meaningful  accountability  into  the  process  and  again  try  to  help 
people  that  need  our  help. 

Just  as  a  rough  percentage,  I  asked  this  question  before,  but  gen- 
erally in  your  goals  of  either  bridging  or  consolidating,  what  do  you 
set  out  as  a  goal  for  costs  of  administering  programs,  versus  that 
money  that  goes  directly  to  the  people  that  need  help?  What  would 
your  goal  be? 

Mr.  Ross.  I  think  sort  of  the  administrative  cost  here  that  is 
being  talked  about  tends  to  usually  be  in  about  the  15  percent 
range. 

The  key  is  though,  a  lot  of  that  is  still  this  sort  of,  we  do  a  lot — 
we  employ  a  lot  of  watchers.  You  know,  a  decision  is  made,  it  is 
passed  down  through  some  layers.  Someone  finally  does  it,  and 
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then  there  are  a  whole  group  of  folks  that  watch.  It  is  not  an  im- 
plied criticism. 

The  point  is  to  get  as  many  people  out  there  working  doing  it, 
rather  than  watching,  but  have  good  accountability  mechanisms  so 
the  inspector  general  and  others  can — and  Congress,  as  well  as 
ourselves  and  the  American  people,  know  what  is  going  on. 

If  we  can  do  that,  like  private  industry  has  been  getting  rid  of 
some  of  these  middle  levels,  watchers,  we  are  really  under  the 
same  pressure. 

Mr.  Zeliff.  If  you  could  do  the  same  thing  that  private  industry 
has  been  forced  to  do  because  of  a  lack  of  resources  and  the  need 
to  increase  productivity,  which  is  I  guess  what  your  goal  is  to  do 
the  same,  and  again,  my  encouragement  is  to  do  as  much  at  the 
local  level  using  people — we  keep  talking  about,  well,  is  the  Presi- 
dent going  to  know  exactly  what  is  going  to  be  happening  in  New 
Hampshire?  No,  he  is  not. 

So  the  closer  you  can  get  into  each  individual  locally  to  hit  the 
programs  that  serve  the  needs  locally,  our  needs  are  going  to  be 
different  than  yours  and  every  State,  so  thank  you  very  much.  I  ap- 
preciate and  wish  you  the  very  best. 

Mr.  Ross.  Thank  you.  I  appreciate  that. 

Mr.  Peterson.  I  had  a  couple  more  things,  Mr.  Ross. 

If  I  understand,  the  testimony  said  that  the  TAA  program  does 
not  apply  to  people  that  make  components,  in  these  industries,  that 
they  are  not  covered,  that  they  cover  an  industry,  but  if  somebody 
made  components,  had  a  business  that  made  components  in  that 
same  industry,  they  weren't  covered;  is  that  correct? 

Mr.  Smith.  That  is  correct,  independent  component  makers  that 
an  industry  would  contract  were  not  covered,  nor  are 

Mr.  Peterson.  They  are  out  of  the  program? 

Mr.  Smith.  Right. 

Mr.  Peterson.  My  question  is  does  this  bridge  program  cover 
those  people? 

Mr.  Ross.  I  am  not  sure,  given — ^it  is,  if  you  have  lost  your  job 
as  a  result  of  imports  or  your  production  facility  has  moved,  you 
are.  The  question  is,  does  that 

Mr.  Peterson.  If  you  get  one  step  removed,  if  you  are  making 
components. 

Mr.  Ross.  That  is  always  the  problem  with  these.  So  if  for  some 
reason  a  person  were  not,  they  would  immediately  now  be  covered 
under  EDWAA,  which  would  afford  them 

Mr.  Peterson.  Which  doesn't  work  either. 

Mr.  Ross.  No,  I  am  not  sure  that  is — I  don't  agree  with  that. 

Mr.  Peterson.  It  doesn't  work  very  well. 

Mr.  Ross.  Well,  it  places  generally  more  than  70  percent  of  the 
people  who  come  through  it.  Too  much  of  the  training  has  been 
short  term,  but,  again,  if  you  have  got  ideas — the  point  is 

Mr.  Peterson.  Well,  I  would  like  you  to  look  into  this,  OK? 

My  other  question  is  that  if  NAFTA  fails,  which  I  think  it  will, 
are  you  going  to  do  all  this  good  stuff  anyway? 

Mr.  Ross.  Absolutely,  because  the  realitv  is,  whether  NAFTA 
succeeds  or  fails,  it  will  have  at  best  a  small  impact  either  way  on 
the  number  of  Americans  who  lose — who  are  dislocated  in  the  years 
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ahead,  and  this  needs  to  happen  even  if  this  subject  had  never  aris- 
en and  didn't  exist. 

Mr,  Peterson.  And  one  more  thing,  on-the-job  training,  I  kind 
of  didn't  pursue  that  far  enough,  1  percent  are  doing  it  now  out 
there. 

How  are  you  going  to  change — evidently  there  is  a  resistance  to 
doing  this  or  it  would  be  more  than  1  percent.  You  have  got  a  short 
term  kind  of  a  thing  here  and  there  is  evidently  a  mindset. 

How  are  you  going  to  change  that?  How  are  you  going  to — do  you 
have  a  plan,  specific  plan? 

Mr.  Ross.  Yes.  In  the  bridge  program. 

Mr.  Peterson.  You  going  to  force  them  to  do  so  much? 

Mr.  Ross.  In  the  bridge  program,  you  have  to  make  a  commit- 
ment to  training  by  the  16th  week,  and  that  is  usually  when — so 
there  is  no  extended  income  support  unless  you  are  already  train- 
ing and  building — you  know,  you  have  a  basic  plan. 

In  that  circumstance,  suddenlv  on-the-job  training  becomes  much 
more  attractive  because  you  suddenly  have  a  chance  to  earn  more 
money.  You  have  to  be  training  one  way  or  another  anyway. 

You  eliminate  the  option  of  saying,  I  won't  train  on  the  job,  I 
won't  train  in  the  classroom,  I  will  simply  draw  my  extended  in- 
come support.  By  taking  that  option  away,  suddenly  on-the-job 
training  becomes  a  much  more — it  becomes  a  much  more  interest- 
ing option. 

Mr.  Peterson.  You  could  do  that  administratively? 

Mr.  Ross.  We  are  going  to  do  that  in  the  implement — ^NAFTA 
implementing  legislation. 

Mr.  Peterson.  But  in  1988,  as  I  understand  it,  there  were  some 
amendments  that  required  the  States  to  coordinate  the  TAA  deliv- 
ery program  with  that  of  the  displaced  worker  program  under  title 
III;  is  that  correct? 

Mr.  Ross.  I  am  not  sure.  Is  that  correct? 

Mr.  Smith.  Yes,  there  was.  There  was  some  language  that  re- 
quired coordination  between  the  program. 

Mr.  Peterson.  That  was  to  include  a  rapid  response  system  to 
react  to  mass  layoffs,  plant  closings. 

Mr.  Smith.  Well,  the  coordination  would  then  be  the  operative 
programs  of  EDWAA  and  TAA. 

Mr.  Peterson.  So  have  the  States  provided  this  system? 

Mr.  Smith.  Yes,  they  are  doing  it. 

Mr.  Peterson.  Is  it  working? 

Mr.  Smith.  To  a  greater  or  lesser  degree,  different  States. 

Mr.  Peterson.  Well,  but  I  mean,  given  the — must  not  be  work- 
ing too  well. 

Mr.  Smith.  I  can't  speak  to  it. 

Mr.  Peterson.  So  my  point  is  that  we  have  had  these  legislative 
changes.  We  fine  timed  and  tinkered  with  this  system  and  we  still 
get  this  report  from  the  IG,  we  get  this  report  from  the  GAO  that 
are  not  very  flattering,  you  know,  and  so  I  mean  the  overall  prob- 
lem I  think  that  a  lot  of  us  have  is,  I  mean,  you  are  new  and  you 
mean  well,  but  there  has  not  been  a  great  track  record  in  the  past 
when  we  have  made  changes. 

Mr.  Ross.  We  have  two  choices  in  front  of  us,  you  are  absolutely 
right.  We  can  either  determine  that  we  cannot  really  provide  Amer- 
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icans  in  this  country  with  resources  to  help  manage  their  job  lives 
effectively,  even  though  many  of  our  competitors  around  the  world 
seem  to  do  a  much  stronger  job,  and  maybe  that  is  true. 

Maybe  as  Americans  somehow  our  political  system  or  our  char- 
acter is  flawed  and  we  can't  do  it,  or  we  can  determine,  based  on 
what  we  have  learned,  the  fact  that  the  need  for  it  is  greater  than 
ever,  and  the  fact  that  other  people  are  doing  it,  that  we  in  fact 
can  do  it. 

I  think  the  President  and  Secretary  Reich  are  among  the  latter. 

Mr.  Peterson.  And  we  will  give  them  the  benefit  of  the  doubt. 
I  just  w£mt  you  to  take  this  message  back  to  the  Secretary  and  the 
President  that  this  committee  will  be  monitoring  very  closely  how 
you  do  with  all  of  this,  and  we  would  like  to  have  you  come  back 
in  a  few  months  and  give  us  a  report,  and  we  are  going  to  monitor 
how  this  goes,  £ind  pay  a  lot  of  attention  to  this  no  matter  what 
happens  with  NAFTA. 

So,  again,  we  appreciate  you  accommodating  us  today  and  com- 
ing to  testify.  I  think  you  nave  answered  some  questions  and  we 
will,  as  I  say,  we  would  like  you  to  keep  in  touch  with  us  and  we 
are  going  to  be  watching  what  you  do  and  wish  you  the  best  of 
luck,  thank  you. 

Mr.  Ross.  Thanks  a  lot,  thank  you  both. 

Mr.  Peterson.  The  subcommittee  is  adjourned. 

[Whereupon,  at  12:05  p.m.,  the  subcommittee  adjourned,  to  re- 
convene subject  to  the  call  of  the  Chair.] 
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